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bank system out of the hands of the members who furnished
the capital stock, and in particular against House bill 13125;
to the Committee on Banking and Currency.

6886, Also, petition of Ellendale National Farm Loan Asso-
ciation, Ellendale, N. Dak., opposing paris of House bills 13125
and 13196 ; to the Committee on Banking and Currency.

6887. Also, petition of Frank Frank and 54 others, of Taylor
and Lefor, N. Dak., in favor of extending aid to the famine-
stricken peoples of Germany and Austria; to the Committee on
Foreign Affairs.

B888. Also, petition in the form of a letter from O. A. Hagen,
secretary-treasurer of the Berthold National Farm Loan Asso-
ciation, Berthold, N. Dak., on behalf of the members of the
association, protesting against the passage of the Strong bill,
H. R. 13125; to the Committee on Banking and Currency.

6889. Also, petition in the form of a letter from 8. G.
Hedahl, Alamo, N. Dak., on behalf of the stockholders of the
Alamo Farm Loan Association, opposing the Strong bill, H. R.
13125; to the Committee on Banking and Currency.

6890. Also, petition in the form of a letter from S. H.
Hesla, secretary-treasurer of the White Earth National Farm
Loan Association, White Earth, N. Dak., on behalf of that
association, protesting against the Strong bill, H. R. 13125;
to the Committee on Banking and Currency.

6801, Also, petition In the form of a letter from Nick A.
Lefor, Lefor, N. Dak., secretary-treasurer of the Lefor Farm
Loan Association, expressing the disapproval of that organiza-
tion of the Strong bill, which proposes certain ~hanges in the
Federal farm loan act; to the Committee on banking and Cur-
rency.

6892. Also, petition of J. B. Meyers, secretary-treasurer
of the Grano National Farm Loan Association, Grano, N. Dak.,
opposing House bill 13125; to the Committee on Banking and
Currency.

6803. Also, petition in the form of a letter from John T.
Neville, secretary-treasurer of the Eastern Bottineau County
Farm Loan Association, Bottineau, N. Dak., expressing the
opposition of that association to the Strong bill, H. R. 13125;
to the Committee on Banking and Currency.

(104, Also, petition of the members of the New Salem National
Farm Loan Association, New Salem, N. Dak., unanimously op-
posing the Strong bill, H. R. 13125 ; to the Committee on Bank-
ing and Currency.

6895. Also, petition of Northern Griggs County National Farm
Loan Association, Binford, N. Dak., opposing the passage of
House bill 18125, known as the Strong bill; to the Committee
on Banking and Currency.

6896, Also, petition in the form of a letter from A. J. Ross,
secretary-treasurer of the Stanley Farm Loan Assoclation,
Stanley, N. Dak.,, requesting Senators and Representatives
in Congress to oppose all changes in the Federal farm loan act
except one which would increase the loan limit from $10,000
to $25,000; to the Committee on Banking and Currency.

G897. Also, petition of the directors of the Southeast Slope
National Farm Loan Association, Scranton, N. Dak., protesting
against the passage of the Strong bill, H. R. 13125; to the
Committee on Banking and Currency.

6808, Also, petition of A. ¥. Thompson, J. A. Bartell, and
A. N. Wing, of Van Hook, N. Dak., a committee appointed to
represent the Van Hook National Farm Loan Association, urg-
ing the establishment of a Government agency which will as-
sure farmers the cost of production; also protesting against
any legislation looking to changes in the Federal farm loan act,
and especially the Strong bill; to the Committee on Banking
and Currency.

6899, Also, petition of the directors and stockholders of the
Glen Ullin National Farm Loan Association, Glen Ullin, N. Dak.,
protesting against the Strong bill, H. R. 13125; to the Com-
mittee on Banking and Currency.

6900. Also, petition of Underwood Farm Loan Association,
Underwood, N. Dak., favoring the passage of rural credits legis-
lation for the relief of agriculture; also protesting against the
Strong bill, H. R, 13125; to the Committee on Banking and Cur-
rency.

6901. By Mr, TINKHAM: Resolution adopted at convention
of Sportsmen’s Clubs of Massachusetts, favoring the passage of
House bill 5823 ; to the Committee on Agriculture,

6902. By Mr. WILLIAMSON: Petition of Elmer Stabenow
and other citizens, of Dupree, 8. Dak., favoring a joint resolu-
tion purporting to extend immediate aid to the people of the
ggrn?an and Austrian Republics; to the Committee on Foreign

airs,

6903. By Mr. WYANT: Petition of Fort Ligonier Chapter,
No, 349, members of Order of Eastern Star, and citizens of Penn-
sylvania, asking for passage of the Towner-Sterling bill for the
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creation of a department of education; to the Committee on
Education.

6904. Also, petition of Knights of Malta, members of Export
Commandery No. 501, and citizens of Pennsylvania, asking for
the passage of the Towner-Sterling bill for the creation of a
department of education; to the Committee on Education,

6905, Also, petition of sundry citizens of Pennsylvania, favor-
ing a joint resolution purporting to extend immediate ald to the
people of the German and Austrian Republics; to the Committee
on Foreign Affairs.

6006, Also, petition of Order Eastern Star, members of
Greensburg Chapter, and citizens of Pennsylvania, asking for
the passage of the Towner-Sterling bill for the creation of a
department of education; to the Commitiee on Education.

SENATE.
Traurspay, January 18, 1923.
(Legislative day of Tuesday, January 16, 1923.)

The Senate met at 12 o'clock meridian, on the expiration of
the recess.
INVITATION TO ARMY WAR COLLEGE.

The VICE PRESIDENT laid before the Senate & communica-
tion from the commandant of the Army War College, extend-
ing an invitation to the Members of the Senate to attend con-
ferences and lectures at the War College on the campaigns and
battles of the World War, which was read and ordered to lie
on the table, as follows: y

THE ARMY Wair CoLLEGE,
Washingion Barracks, D. 0., January I7, 1923
The VICE PRESIDENT,

Senate Chamber.

MY DEAR Bik: On January 23, 26, and 27 the program of conferences,
and lectures at the Army War College includes su Jects which, I be-
lieve, will be of special interest to Members of Congress as 1ndieating
the character of work that is being done at this institution.

These conferences will cover some of the phases of the more im-

rtant campaigns and battles of the World War, While the doors of

e college are always open to Members of Congress and we are glad
to have them vislt us at l.niy time, I am gending the program of these
three days with a speclal invitation to you and the Members of the
Senate to be present at some or alk of these conferences., The program
has been arranged in the hope that it will meet the convenience of
the Members.

Very sincerely yours, B. F. McGLACHLIN, Jr.,
Major General, United States Army, Commandant,

THE ARMY WAR COLLEGE,
Washington Barracks, D. O., January IT, 1923,
COURSE AT THE ARMY WAR CoLLmGE, 1022-23,
PROGRAM FOR DISCUSSION OF BATTLE FRONTS.

Thursday, January 25: 9.06 to 10.20 a. m., Nivelle's attack of 1917

10.30 to 12 m., the Dardanelles,
iday, Jaouary 26: 9.05 to 10.20 a. m., Rumanian ecampaign;
10.30 to 12 m., the Battle of Jutland.

Saturday, January 27: 9.00 to 10.20 a. m,, the situatlon on the
western front in July, 1918, from the German hifh command view-
point; 10.80 to 12 m., the March, 1918, offensive, from the viewpoint
of the German high command,

SUPPLY OF WHITE ARSENIC IN THE UNITED STATES (S. DOC.

NO. 2980).

The VICE PRESIDENT laid before the Senate a communi-
cation from the Secretary of Agriculture, transmitting, in re-
sponse to Senate Resolution 377, agreed to December 6, 1922,
a joint report on the available supply of arsenic to meet the
demand in 1923, by Mr. B. R. Coad, of the Bureau of Ento-
mology, Agricultural Department, and Mr. G. F. Loughlin, of
the United States Geological Survey, Interior Department,
which, with the accompanying papers, was referred to the
Committee on Agriculture and Forestry and ordered to be
printed,

BRIDGE BILLS,

Mr. CALDER. From the Committee on Commerce I wish
to report one Senate and several House bills giving permission
for the erection of bridges over navigable streams, There is
no objection to them; they are in regular form; and T shall ask
unanimous consent for their present conslderation.

The VICE PRESIDENT. Without objection, the reports
will be received.

MERRIMACK RIVER BRIDGE.

Mr. CALDER. I report back favorably from the Committee
on Commerce without amendment the bill (S. 4288) to grant the
consent of Congress for the special commission constituted by
an act of the Legislature of Massachusetts to construct a bridge
across the Merrimack River. I ask unanimous consent for its
present consideration.
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There being mo objection, the bill was considered as in Com-
mittee of the Whole, and was read, as follows:

Be it enacted, ete., That the consent of Congress is hereby tfmnted
D e e e Auriny the seartan. o 101

the ure o agsachusetts duri »

and theyeounty commissioners of Essex County, in the State of Mas-
sachusetts, - acting jointly or rately, and their successora and
asgigns, to construct or reconstruct, maintain, and operate a bridge and
approaches thereto across the Merrimack River at Main Street, the
ty of Haverhill, in the county of Essex, in the State of Massachusetts,
in accordance with the provisions of the act entitled “An act to regu-
late the construction of bridges over navigable waters, l‘ﬁﬂprom
alrﬁch 23, 15:?60;1. sagd tg:;inige 'f? replace the present or Haver Jower

, 80 called, at sald location.

ng. 2? That the right to alter, amend, or repeal this act is hereby
expressly reserved.

The bill was reported to the Senate without amendment,
ordered to be engrossed for a third reading, read the third time,
and passed.

DAM ACROSS RED RIVER OF THE NORTH.

Mr. CALDER. I report back favorably, without amend-
ment, from the Committee on Commerce the bill (H. R. 12777)
granting the consent of Congress to the cities of Grand Forks,
N. Dak., and BEast Grand Forks, Minn., or either of them, to
constroet, maintain, and operate a dam across the Red River
of the North, and I submit a report (No. 1020) thereon. I ask
unanimouns consent for the present consideration of the bill

There being no objection, the bill was considered as in Com-
mittee of the Whole, and was read, as follows:

Be it enacted, ete.,, That the consent of Congress {s hereby granted
to the c¢ities of Grand Forks, N. Dak., and Bast Grand Forks, thn.£
or ecither of them, to construct, maintain, and operate, at a poin
snitable to the interests of mavigation, a dam across the Red River of
the North at or near the cities of Grand Forks, N. Dak, and Bast
Grand Forks, Minn.: Provided, That the work shall mot be com-
menced until the plans therefor have been filed with and approved b%tha
Chief of Engineers, United States Army, and by the Secretary of War:
Provided further, That this act shall not be construed to authorize the
use of such dam to develop water power or generate electricity.

SEc, 2. That this act shall be null and void unless the actual con-
struction of this dam hereby aunthorized is commenced within two
years and completed within four years from the date hereof.

Bpe. 8. That the right to alter, amend, or repeal this act is hereby
expressly resarved.

The bill was reported to the Senate without amendment,
ordered to a third reading, read the third time, and passed.

PEARL RIVER BRIDGE.

Mr. CALDER. From the Committee on Commerce I report
back favorably, without amendment, the bill (H. R. 13139)
granting the consent of Congress to the Great Southern Lumber
Co., a corporation of the State of Pennsylvania doing business in
the State of Mississippi, to construct a railroad bridge across
Pearl River at approximately 13 miles north of Georgetown, in
the State of Mississippi, and I submit a report (No. 1021)
thereon. I ask unanimous consent for the present consideration
of the bill.

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read, as follows:

Be it enacted, cte.,, That the consent of Congress is hereby gmntad to
the Great Southern Lumber Co., a corporation of the Btate of Pennsyl-
vania doing business in the BState ‘Mississippi, its successors and
assigns, to construct, maintain, and operate a railroad bridge and ap-
proaches thereto across the 1 River at a point suitable to the inter-
estg of navigation approximately 1% miles north of Georgetown, in the
Btate of Mississippl, and in accordance with the provisions of an act
entitled “An act to regulate the construction of bridges over mavigable
waters,” aE&r:ved March 23, 1900.

8ec. 2. t the right to alter, amend, or repeal this act is hereby
expressly reserved,

The bill was reporfed to the Senate without amendment, or-
dered fo a third reading, read the third time, and passed.

BT. FRANCIS RIVEE BRIDGE.

Mr. CALDER. From the Committee on Commerce I report
back favorably, without amendment, the bill (H. R. 13195)
granting the consent of Congress to the State highway commis-
sion of Missouri, its successors and assigns, to construet,
maintain, and operate a bridge and approaches thereto across
the St. Francis River, in the State of Missouri, and I submit
a report (No. 1022) thereon. I ask unanimous consent for
the present consideration of the bill.

There being no objection, the bill was considered as in
Committee of the Whole, and it was read as follows:

Be it enacted, etc., That the consent of Congress Is hereby granted
to the State highway commission of Miggourl and its successors and
assigns to construct, maintain, and operate a bridge and approaches
thereto across the 8t. Franeis River, at & point sultable to the
interests of navigation on the county line between Butler and Dunklin
Counties, on the south line of sectlon 3, township 22 north, range
8 east, in the State of Missourl, in accordance with the provisions
of the act entitled “ An act to regulate the constroction of bridges
over navigable waters,” approved March 23, 1906,

Sec. 2. That the right to alter, amend, or repeal this act is ex-
pressly reserved.

The bill was reported to the Senate without amendment,
ordered to a third reading, read the third time, and passed.

ROCK RIVER BRIDGE.

Mr. CALDER. From the Committee on Commerce I report
back favorably without amendment the bill (H. R. 18474) grant-
ing the consent of Congress to the county of Winnebago, the town
of Rockford, and the city of Rockford, in said county, in the
State of Illinois, to construct, maintain, and operate a bridge and
approaches thereto across the Rock River, and I submit a report
(No. 1023) thereon. I ask unanimous cousent for the present
consideration of the bill,

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read as follows:

Be it enacted, eto., That the consent of Cengress is hereby granted to
the connty of Winnebago, the town of Rockford, and the city of Rock-
ford, in said county, in the Btate of Illinois, to construct, maintain, and
operate a bridge and approaches thereto across the Rock River, at a
goint suitable to the interests of navigation, on the extension of Auburn

treet, in sald -clgeot Rockford, and in section 13, township 44 north,
range 1 east, of third {:’indpuj meridian, in the county of Winne-
bago ‘and State of Illinois, accordance with the provisions of the act

entitled “An act to te ‘the construction of bridges over navigable
wssters.” approved March 28, 1906.

expfe%slzy' rea::vgi.a right to alter, amend, or repeal this act is hereby‘
The bill was reported to the Senate without amendment, or-
dered to a third reading, read the third time, and passed.

ESCAMBIA RIVER BRIDGE.

Mr. CALDER. From the Committee on Commerce I report
back favorably without amendment the bill (H. R. 13493) to
authorize the State Road Department of the State of Florida
to construct, maintain, and operate a bridge across the Es-
cambia River near Ferry Pass, Fla., and I submit a report (No.
1024) thereon. I ask unanimous consent for the present con-
sideration of the bill

There being no objection, the bill was considered as in Com-
mittee of the Whole, and it was read as follows:

Be it enacted, elc, That authority is herehy granted to the State
Road Department of the Btate of Florida, its successors and assigns,
to construct, maintain, and operate a dge and approaches thereto
across Hsecambia River, Fla., and its tributaries, between Pensacola
and Milton, near Ferry Pass, Fla,, at a point suitable to the interests
of navigution, in accordance with the provisions of the act entitled

‘* An act to regulate the construction of bridges over navigable waters,”
apgm\red March 23, 1906 i
EC.

2. That the right' to alter, .amend, or repeal this act is hereby
expressly reserved.
The bill was reported to the Senate wifhout amendment,
ordered to a third reading, read the third thne, and passed.

CLERK HIERE OF MEMBERS OF CONGRESS AND DELEGATES,

Mr. WARREN. Mr. President, T ask consent to report from
the Committee on Appropriations favorably a House joint reso-
lution.

The VICE PRESIDENT. Without objection, the report will
be received.

Mr. WARREN. From the Committee on Appropriations 1
report back favorahly without amendment the joint resolution
(H. J. Res, 16) providing for pay to clerks to Members of Con-
gress and Delegates. It is a measure of only a few lines, and I
ask for its immediate consideration.

There being no objection, the joint resolution was considered
as in Committee of the Whole, and it was read as follows:

Resolved, ete,, That hereafter appropriations made by Congress for
clerk hire for Members, De tes, and_Resid Commissioners shall
be paid by the Clerk of the House of Representatives to one or twe
persons to be designated by each Member, te, or Resident Com-
missioner, the names of such persons to be placed upon the roll of em-
glnyees of the House of Representatives, together with the amount to

paid each ; and Representatives, Delegates, and Resident Commission-
ers elect to Congress shall likewise be entitled to make such designa-
tions ;: Provided, That such persons shall be subject to removal at any
time by such Member, Delegate, or Resident Commissioner with or
without cause.

The jJoint resolution was reported to the Senate without
amendment, ordered to a third reading, read the third time,
and passed.

REPORT OF THE COMMITTEE ON AGRICULTURE AND FORESTRY.

Mr. HARRISON, from the Committee on Agrienlture and
Forestry, to which was referred the bill (8. 4324) to amend
“An act to authorize association of producers of agricultural
products,” reported it without amendment and submitted a re-
port (No. 1025) thereon.

BILLS AND JOINT RESOLUTION INTRODUCED.

Bills and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and referred
as follows:

By Mr. HALE (by request) :

A bill (8. 4364) for the relief of the widow of Capt. Benjamin
1(:3}1. ?th (with an accompanying paper) ; to the Commitiee on

aims,
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By Mr. SPENCER:

A bill (8. 4365) to authorize the sale of lands allotted to In-
dians under the Moses agreement of July 7, 1883; to the Com-
mittee on Indian Affairs.

By Mr. BALL:

A bill (8. 4366) for the relief of W. Ernest Jarvis (with ac-
companying papers) ; to the Committee on Claims.

By Mr. McKINLEY :

A bill (8. 4867) for the relief of Mary B, Jenks; to the Com-
mittee on Claims,

A DIl (8. 43068) granting an increase of pension to Emma J,
Eley; to the Committee on Pensions,

By Mr. FRELINGHUYSEN :

A bill (8. 4369) for the relief of Wilhelmina D, Holman and
the estate of M. Samuel ; to the Committee on Clalms,

By Mr. SMOOT:

A joint resolution (S. J. Res. 270) concerning lands devised
to the United States Government by the late Joseph Battell, of
Middlebury, Vt.; to the Committee on Public Lands and Sur-
Veys,

RANK AND PAY OF NAVAL OFFICERS,

Alr. KELLOGG submitted an amendment intended to be pro-
posed by him to the bill (H. R. 7864) providing for sundry
matters affecting the Naval Establishment, which was referred
to the Committee on Naval Affairs and ordered to be printed.

THE SILVER SITUATION.

Mr. WALSH of Montana. Mr. President, much anxiety has
been felt in certain sections of the country in which the silver
industry is important concerning its future when the Pittman
Act shall have spent its force. I have here a letter addressed
to me a few days ago by one of the officers of the Anaconda
Copper Mining Co., a large producer of silver, which is
an instructive and interesting discussion of the general subject,
regarding which Congress will doubtless be called upon to
legislate in the future. I ask unanimous consent to have it
printed in the Recorp, and in 8-point type.

The VIOE PRESIDENT. Without objection it is so ordered.

The letter is as follows:

ANacoxpAa CorPeErR MiNing (o,
(OFFICE OF THE PRESIDENT,
Neiw York, December 20, 1922.

DeAr SENATOR WALsSH: In accordance with our conversation
of the other day, I submit a general outline of the silver prob-
lem as it appears to the American producers, assuring you that
we are keenly alive to the importance of the matter and anxious
to avail ourselves of the proffered cooperation of yourself and

our associates upon a subjeet that so vitally affeets the mining
ndustry in Montana and other States where precious-metal
mining constitutes a basic industry.

It is rather difficult to confine even the briefest digest of the
gilver situation within the proper space of an ordinary letter,
There are so many ramifications to the subject that one is
tempted, no matter from what angle an approach is made. to
digress along lines that inevitably lead into a maze of social,
economie, and financial problems, through which no clear path-
way is marked and regarding which no definite opinion can be
expressed, as the ultimate solution is dependent upon the poli-
cies adopted and carried out by the more important Govern-
ments with reference to their fiscal requirements and currency
systems,

The situation may be summarized by inviting answers to two

ueries:

3 First. What, if any, plan have the silver producers, as being
the most directly interested, to offer in meeting the situation
which will confront the industry upon the termination of pur-
chases of domestic silver under the Pittman Act?

Second. What, if any, assistance can be extended by the
Government in connection with the problem?

In answer to the first inquiry, I know that while the matter
has been the subject of discussion among the principal produc-
ers, they have been unable to formulate a definite plan, prin-
cipally because they have been and are dealing with a subject
embracing many unknown factors; and, second, it has been
felt that before any plan is adopted there should be indicated
the extent to which cooperation on the part of the Government
may be depended upon to enable a proper study of the situation
to be made.

In order to explain these rather cryptic statements, a gen-
eral review of the situation may aid. Whatever differences of
opinion there may have been in the past upon the subject of
bimetallism or the establishment of a fixed ratio between the
coinage value of gold and silver, it will probably Le conceded
that it would be neither wise nor expedient to attempt a re-
vival of this discussion, nor to undertake to solve the ques-

tion by the adoption of such a remedy. Issues of controversial
economics must be avolded if possible; political economics will
destroy, not asgist, constructive effort.

If these conclusions be accepted, the position of the American
silver producer, In the absence of special legislation, is depend-
ent upon the demand for his product in the markets of the
world; and the price should bé the reflex of sneh demand,
freed from any effort to artificially increase, decrease, or * fix
it.” The significance of this statement will become more ap-
parent as the text of this letter is followed.

I have read recently with interest the speech of Senator
PrrTaaN with reference to the Pittman Act and his prediction
as to the future of the sllver-producing industry, printed in
the CoNeressioNAnL Recorp of August 26 last, I regref, while
mindful of his great ability, that I am unable to be as ungquali-
fiedly optimistic about silver's future as is the Senator. Neither
can I bring myself to complete agreement with the economics
of the situation as outlined in his instructive speech,

It is true that there is not “an unlimited supply of silver in the
world ready for mining.” It is also true, generally speaking, that
the ** problem, i, e, the price of gilver, is governed by the law
of supply and demand for silver throughout the world,” but
it must be remembered that the current production of silver is
not the measure of the supply and that fiscal legislation very
largely controls the demand. No one knows how much avail-
able silver there is in the world, but experience teaches that
at a suofficiently high price, i. e, when it reaches a value as
bullion In excess of its value as coin, enormous quantities flow
from unexpected sources. During the exceptionally high prices
of 1921, tens of milllons of ounces in foreign coin were shipped
to the refineries of the United States for remelting and refin-
ing. On the other hand, had it not been for the fact that the
paper-note fssue of India was convertible Immediately into sil-
ver rupees—a demand of fiscal law—the crisis that confronted
the British Government in 1917 snd 1918, so graphically de-
scribed by the Senator, would not have occurred; there wounld
have been no necessity to have furnished the enormous quan-
tity of bullion required to meet that emergency, nor to have
enacted the Pittman Act as an enabling measure.

The release from the Treasury vaults of 209,000,000 ounces
of silver melted under the act, as well as the dumping by
European, Central and South American Governments during the
period of high prices, has not depleted the silver supply of the
world, but merely added to free stock. The bullion has changed
hands, but it is still available; on the other hand, a volume of
legislation has been enacted during the past three years, in-
tended to, and which will have an Important effect upon the
demand for silver, none of it tending to an improvement of its
market position.

It is because of these important factors, the effect of which
can not be accurately measured, that the American producer is
unable, unaided, to form definite opinions as to the future of
his product. &

We do know that upon the expiration of the Pittman Act we
will face a new situation, and that unless intelligent study is
given the matter we will be at sea until time and tide teach us
that which to some extent we should endeavor to anticipate.
It is in furthering the practical study that should be made of
the situation that I think you and your colleagues, whose con-
stitnencies are interested, can be of invaluable assistance.

To develop what T have in mind, T wish, at the risk of perhaps
repeating what you already know, to review the situation:

Without discussing the details of the transition from bimetal-
lism to monometallism, which occurred world-wide during the
last quarter of the nineteenth century, it is in accord with the
facts to assert that the disintegration of the Latin Union was
responsible for conditions that led to the enactment of the
Bland Act, and, later, the Sherman law, under which more than
400,000,000 ounces of silver were compulsorily purchased by the
United States Government; that the effect of these measures
was to support the price; and that, following the repeal of the
latter law in 1891, Ameriea, although by far the most important,
if the not the largest, producer of silver, practically ceased to
have any influence in fixing the price of the metal until the
modus operandi of the London market became disturbed by war
conditions.

The enormous increase l the export trade of China and India
during the last 25 years, coupled with the fact that silver was
by tradition, adaptation, and legislation the money-metal needed
by those countries, resulted in the Far East being the most -
portant market for the world’'s output. The cessation of legls-
lative purchases by the United States was followed by an In-
creased flow of the metal to Indla, with the inevitable result
that the exchange value of the rupee declined, until in 1895 it
was quoted at about 50 per cent of the normal rate, It is
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maxim of oriental exchange that when it is bought, silver is
sold. In other words, when one buys and pays for oriental
exports, silver must be =sold to liquidate the balance. The Gov-
ernment, as a protective measure, closed the Indian Mints to
free coinage and finally established the sterling value of the
rupee at 16 pence or 15 rupees to the pound sterling. From that
time on London absolutely fixed the price of silver throughout
the world.

In order to understand just how London has been able to fix
the price of silver without consulting the producers of the metal
certain prevailing conditions must be kept in mind:

(a) London has been and is the principal financial center of
the world.

(b) It is the capital of the British Empire, whose possessions
dnd the trade incident to them extend around the world.

(¢) It is the clearing house through which the world’s bal-
ance of trade is adjusted, and its financial sway is even greater
than the political domination affecting more than 600,000,000
people.

The demand governing the price of silver is that which arises
from its use as a money metal. This demand is affected not so
much by the volume of current production as by the relative
prosperity or adversity of peoples scattered to the remotest
sections of the globe. A favorable monsoon in India, a flood or
famine in China, are of infinitely greater effect on demand and
price of the metal than is the discovery of a new or the failure
of an old mining district.

Inasmuch as the volume of trade between China, India, and
the balance of the Orient, on the one hand, and the other Brit-
ish possessions, on the other, greatly exceeds their respective
trade balances with the rest of the world, and, moreover, as this
trade is financed and the balances adjusted between these essen-
tially silver-using countries and those whose currency is based
upon the gold standard through the medium of the great Anglo-
eastern banks, with headquarters in London, it is apparent why
that center has such a predominating influence in the situation.

In ordinary times, since the repeal of the Sherman law and
prior to the disturbance of the late war, every ounce of silver
produced in the world was sold on the basis of a London quota-
tion, as was also the purchase of every ton of silver ore by cus-
tom smelters throughout the United States.

The London quotation is arrived at in the following unique
method :

Four silver-brokerage firms in London “fix the marke i
Representatives of these firms meet every business day. They
hold in hand the orders to sell bullion and also the orders to
buy silver to meet the exchange balances drawn upon London
accounts. The price is adjusted to meet this situation, ad-
vancing when the exchange demand exceeds the supply, declin-
ing when the reverse is the case. This operation is known to
the market as * fixing the price.” The result is cabled all over
the world, and a miner in Butte selling a load of ore is settled
with upon the price so fixed, repeated by wire from New York
through the medium of Handy & Harmon, silver brokers, and
the Western Union Telegraph Co.

Without questioning the integrity of the participants to the
“ fixing " of the price, as it is universally acknowledged that
a very high degree of honesty has marked this transaction, and
conceding further that the exchange requirements in London
will, until trade channels follow new courses, be the dominant
factor in the situation, still the American producer has felt a
dissatisfaction with the prevailing method and has entertalned
s desire for a change that would afford him opportunity to
know the facts that govern the situation that he might exer-
cise some function in connection with the disposal of his prod-
uct. It may be akin to the desire of a Republican in Missis-
sippi wishing to vote; nevertheless we conceive it to be his
right.
gI will be pleased to furnish you with greater detail as to
the operations of the London silver market should you desire
me to do so.

I think it unnecessary to enlarge upon it in this letter.

In addition to the lack of opportunity to participate actively
in the silver market, a further cause of dissatisfaction—I am
not here discussing the merits of the matter—has been caused
by what has been regarded as the unreasonably large profit
made by the Government as seigniorage in coining silver for
use in India.

A word of explanation is necessary. The silver rupee has
been the standard unit of value in Indian currency. Its weight
is three-eighths of an ounce eleven-twelfths fine. During the
period of violent agitation in the early nineties the price of silver
was marked by wide and rapid fluctuations. Following the
closure of the Indian mints to the free coinage of silver in
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1893 the exchange value of the rupee rose to 1s. 4d., the
equivalent in United States currency of 324 cents, where it
remained until the upset caused by war conditions. In 1899
the British sovereign was declared legal tender for Government
taxes at the rate of 15 rupees to the pound sterling.

The Indian rupee equals in weight 180 grains eleven-twelfths
fine silver. The British sovereign equals 123.27 grains, of which
112.9975 grains is fine gold. Therefore in Indian currency
2,475 grains of silver is the equivalent of 112.9975 grains of
gold. There are 480 grains in a troy ounce. A troy ounce of
gold is the equivalent of $20.67 in United States currency.
Therefore the value of silver at the above ratio is equal to
94.368 cents per ounce.

During the period from 1900 to 1915, inclusive, the average
quoted price of silver by years was 57 cents an ounce.

The number of rupees coined by the Indian mints during the
same period was 1,651,683,784, indicating that a profit of $212,.-
150,066.11 was made as seigniorage, collected largely from the
American miner,

The profit made under the Indian coinage act was partially
deposited in the currency reserve in gold or gold securities, the
balance was used for approved purposes. A British authority
(White, p, 259) states in December, 1915, nearly £16,000,000
sterling in gold, or gold securities, were held in London, and
£10 000,000 in gold or gold securities in India, equivalent to a
total of $126,360,000, at a normal rate of $4.86 for the pound
sterling. The same author is authority for the statement that
in a representative year, such as 1912, when approximately
150,000,000 rupees were coined, a profit of approximately
£3,000,000 sterling, or $14,580,000, was made by the mint.

In China the currency is silver without a gold reserve. A
number of coins circulate. Among the more important are the
British dollar and the Hongkong dollar coined at the Bombay
mint, These coins weigh 416 grains, 900 fine. A seigniorage
charge of 2 per cent is made by the mint, and the number of
dollars coined runs into the hundreds of millions.

I have given this brief outline for the purpose of emphasizing
the importance of the Orient, and particularly its two chief
countries, from the standpoint of population and the coinage of
silver, and without eriticism have pointed out some practices
in connection with the handling of the London market that have
caused the American producer to feel that the market price
“ fixed " has not been a fair one determined by the free work-
ing of the laws of supply and demand, or through the unham-
pered operation of existing economic factors, but, on the con-
trary, that by reason of the direct interest which Great Britain,
the Indian Government, and the great Anglo-Eastern banks
have had in the situation the market has been handled to de-
press the price to the producer, thus enhancing the margin of
profit to the Governments involved. All this has more to do
with the past than with the present situation.

So far as action has been taken by Governments, there has
been little to encourage silver producers since the cessation of
the war.

Summarized, the story is largely a record of debasement or
abandonment.

Sweden, Norway, and Denmark have abolished silver coin
for all fractions of the krome, substituting an alloy of nickel
and copper in lieu thereof.

The program of debasement. of silver coinage to an alarming
extent has taken place. England leads the procession in this
respect also, having debased its silver coinage from 925 to 500
fine; the Netherlands and the Dutch Indies have debased their
gilver coin from 945 to 720 fine; Canada from 9200 to 800 fine;
Honduras from 900 to 500; San Salvador from 900 to 500;
Singapore or Straits dollar from 900 to 600 first, then to 550,
Mexico and Peru have both debased their respective currency
to 500 fine.

As a result of the disturbed economic conditions prevailing in
Europe, silver has disappeared as a circulating medium in
Austria, Belgium, Bulgaria, Czechoslovakia, Finland, France,
Germany, Greece, Hungary, Italy, Yugoslavia, Poland, Portugal,
Rumania, Russia, Turkey, and many of the smaller countries.

At the present time an intensive propaganda is being con-
ducted in India for the purpose of popularizing paper issues
of the rupee and its fractional denominations. Under these
conditions it iz quite remarkable that the price of silver has
held as firmly as has been the case during the past two years.
The significance, however, of the trend toward abandonment
and debasement has been to place silver, where now used at all,
in the position of a mere token money.

In England T am advised that the two classes of English coin,
old silver, readily distinguishable in color from the new and
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containing 80 per cent more silver, circulate together without
diserimination, ;

In considering the effect of a decline in silver upon the mining
industry it should be kept in mind that not only will silver
mining suffer, but inasmuch as the greater part of the output
is mined in connection with zine, lead, and copper, and forms
an important element of value that helps to carry these
branches of mining, the very serious effect of a collapse in the
silver market upon the American mining industry can be readily
appreciated.

To meet this situation it is belleved that cooperative effort
between the Government and the producers is essential. As to
the form which the ultimate endeavor might take, I am not
prepared to now make a suggestion. Recently a committee has
been appointed by the American Mining Congress to give con-
gideration to the matter. We have had several informal meet-
ings, and the consensus of opinion seems to be that the first
step should be to secure, if possible, the passage of a joint reso-
lution by Congress providing for the appointment of a commis-
sion consisting of, say, two Senators, two Representatives, and
possibly two representatives of the industry, to study the sub-
ject and submit recommendations.

There are a number of definite steps that such a eommission
might take. Its official character would give it access to infor-
mation and secure for its representation abroad greater weight
than if the work is undertaken without official sanction and
backing.

If it is agreeable, I ask that you fix a date as soon affer Jan-
uary 1 as may be convenient when two or three members of
the committee may go to Washington to discuss the matter
with you and some of your eolleagues.

Yours very sincerely,
Q. F, KeLLEY.

Senator THomAs J. WALSH,

Washington, D. 0.
RURAL MARKETING AND CREDIT FACILITIES.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (8. 4280) to provide credit facilities for
the agriculture and live-stock industries of the United States;
to amend the Federnl reserve act; to amend the Federal farm
loan aect; to extend and stabilize the market for United
States bonds and other securities; to provide fiscal agents for
the United States; and for other purposes.

Mr. HEFLIN. Mr. President—

Mr. JONES of Washington. Would the Semator from Ala-
bama like to have & quornm?

Mr. HEFLIN. I would.

Mr. JONES of Washington. I suggest the absence of a
guorum, Mr. President.

The VICE PRESIDENT. The Secretary will call the roll,

The reading clerk called the roll, and the following Sena-
tors answered to their names:

Ashurst Glass McLean Smoot
Ball Hale MeNary Spencer
Bayard Harreld Moses Stanfield
Borah Harris Nelson Bterlin
Brookhart Harrison Nicholson Sutheriand
Calder Heflin Norbeck Townsend
a Hitcheock Norris Trammell
CuPt Johnson Oddie Underwood
Couzens Jones, Wash, Overman Wadsworth
Culberson Kello Owen Walsh, Mass.
Curtis Kendrick Pe]fper ‘Walsh, Mont.
Dial Keyen Phipps Warren
Fernald King Ransdell ‘Watson
Fletcher Cpe Reed, Pa, Weller
Frelinghuysen MeCumber Robinson Williams
George cKellar Sheppard Willis
Gerry McKinley Shields

Mr. HALHE, T wishh to announce that the junior Senator
from Washington [Mr. PorspexTEr] and the senior Senator
from Nevada [Mr, Prrrman] are detained on official business.

Mr., CURTIS. I was requested to announce that the Sena-
tor from Arizona [Mr. CamEeroN] is detained on official busi-

ness;

Mr. WILLTS. I desire to announce the unavoidable absence
of my colleague [Mr., PoMeRENE] on account of illness, I will
let this announcement stand for the day.

Mr. BROOKHART. I wish to announce that the senior
Senator from Wisconsin [Mr. La Forrerre] is detained at a
hearing before the Committee on Manufactures.

The VICE PRESIDENT. Sixty-seven Senators have an-
swered to their names, A quorum is present. The question
is on the amendment offered by the Senator from South Caro-
lina [Mr. Dratr], which proposes to amend the cotton futures
law‘n The Senator from Alabama [Mr. Herrin] is entitled to
the floor,

Mr. HEFLIN. Mr. President, this amendment presents a
very important question. The subject was discussed here at
some length on a former oceasion during the month of August,
I believe, and at that time it was decided not to place the
amendment proposed by the Senator from South Carolina upon
the law. The Committee on Agriculture and Forestry, which
has had the amendment before it, was not satisfied with its
provisions and did not report it favorably., Upon that com-
mittee is the senior Senator from South Carolina [Mr. SmITH].
The principal business of that Senator is that of a cotton pro-
ducer. He is wonderfully well informed on this subject; I
think that he is the best-informed man on the subject who has
been in either branch of Congress since I have been a M
He is not in favor of this amendment.

I am heartily in favor of dolng everything that can be done
to give the producer a fair deal, but I am afrald of certain
provisions of the pending amendment. I now wish to call at-
tention to one of its features which is objectionable to me; 1t
is the one that adds two grades of cotton to the grades which
we now have. We never hear more than six or seven grades
of cotton mentioned in the spot markets of the country, though
we have 10 grades. We put those additional grades in in order
to cover the varlous shades of grades, but under the amend-
ment of the Senator from South Carolina two new grades are
proposed, making 12 grades in all. I was opposed to increasing
the number of grades to 10. I wanted the number to remain at
nine. As a Member of the other House, 12 or 14 years ago, I
was instrumental in reducing the number of grades of cotton
on the exchanges from 28 to 9.

Mr. DIAL. Mr. President——

Mr. HEFLIN. I yield to the Senator from South Carolina.

Mr. DIAL. I beg the Senator’s pardon, but, if he will allow
me, I desire to say that my amendment does not propose to
increase the grades; it merely groups the grades. I do not
propose to Interfere with the 10 grades except to group them.

Mr. HEFLIN. It may be that the Senator does not mean
to do it, but I am confident that his amendment does increase
the number of grades to 12. I requested the Senator from
Arizona [Mr. AsgursTt] to look over the amendment and to see
how many grades he thought the Senator’s amendment created
and he came to the conclusion, without our discussing it to-
gether, that there were 12 grades provided for in the Senator's
amendment.

Mr. DIAL. The amendment provides that one grade may be
provided for in two classes because it is kindred cotton. The
amendment was prepared by the experts from the Agricultural
Department. I am not myself an expert, but I did not intend
to increase the number of grades beyond 10, which is the exist-
ing number. It only groups the grades into three classes.

Mr. HEFLIN. I did not know that was the Senator’s inten-
tion, but since he has stated that he did not intend to increase
the number of grades, I accept his statement. I am convin
however, that the amendment as framed would provide for
grades, and I am opposed to increasing the number of grades.

I was about to say, Mr. President, that in the other House
we fought to reduce, and did reduce, the number of grades of
cotton from 28 to 9. I fought very earnestly for that change,
and when we got it we scored a victory for honest dealing in
cotton so far as the grades were concerned. The use of the 28
grades cost our farmers many millions of dollars. Under the °
old system all sorts of cotton were tendered, and the more
grades there are the more confusing the situation becomes and
the easier it is to impose upon the buyer and the producer.
When the grades are reduced to a few, say 10, that number
covers the whole field and it is harder to manipulate the mar-
ket when the grades represent the kinds of cotton produced.

I agree with the Senator from South Carolina in many things
he has said. The exchanges frequently do not comply with the
law as it now stands. I have previously stated that. Their
noncompliance with the law, however, is not the fault of the
law; the law ought to be enforced. If desirable provisions ara
now in law, I think we ought to be very careful about eliminat-
ing them.

I have also been afraid, Mr, President, that if the Senator's
amendment should be adopted it would outlaw the low grades of
cotton in the spot markets of the country. I fear that it would
put in the hands of the buyers for the spinner the power of
going into the market and saying, “ We will take so many bales
of this grade and so many bales of that, but we can not use the
others.” What would be the effect of that in the market?
What would happen to the producer if the buyer for the spinner
were to say, * I will take these four bales, but I can not use the
other six hales"? The seller would say, “ I have been selling
all my cotton to the same buyer; I have soeld him all for an all-




1923.

CONGRESSIONAL RECORD—SENATE.

1925

around price at a certain figure, the whole 10 bales of cotton.”
If the law provides that certain grades which are designated
shall not be tendered on contract, it seems to me that there
wonld be an injustice done to those grades of cotton.

In line with the fight which is now being made by the Sena-
tor from South Carolina, I wish to lay down the proposition
that there is but very little difference in the tensile strength of
the various grades of cotton. That has been tested out by the
Agricultural Department. Some cotton which may have been
rained on and stained or discolored from the leaves or from some
other cause may be picked out, ginned, put into the lint, and
it may then be dyed red or brown or any other color, and then
no man except an expert could tell whether it was strict mid-
dling or low middling cotton when bought. If that be so, then
such grades of cotton ought to bring nearly as much as the
higher grades. There ought not to be such a large difference
in the price paid for the various grades.

Mr. McKELLAR. Mr. President

Mr. HEFLIN. T yield to my friend from Tennessee.

Mr. McKELLAR. I presume the Senator from Alabama is
aware of the fact that there are new processes, some of which
have been patented, by which stained cotton and other cotton
which has been soiled may be cleaned?

Mr. HEFLIN. And all foreign matter removed?

Mr, McKELLAR. The foreign matter may be entirely re-
moved. I myself have seen some specimens of that kind of
work. It is splendid work, and I have not a doubt it will
cause quite a revolution in the grading of cotton.

Mr. HEFLIN. That is true, and I am glad the Senator from
Tennessee has called my attention to the fact that machines
are now in use by which the cotton is renovated and cleaned
and foreign matter is removed. After that is done and the
cotton is dyed, I say again that no one but an expert can tell
whether the cotton was low middling or middling fair. Some-
times the middling fair will bring 25 cents, perhaps, and low
middling 18 cents. That is an unreasonable difference that
ought not to obtain, but the amendment of the Senator from
South Carolina does not cure that defect.

1 agree with him that frequently the exchanges do not com-
ply with the law, but they ought to be forced to comply with it.
1 have introduced a joint resolution which, in my opinion, if
enacted would cure that defect. 1t is Senate Joint Resolution
92, introduced by me, and reads as follows:

Resolved, ete., That hereafter whenever the conduct of the cotton ex-
changes, or any one of them, of the counfry shall, in the judgment
the Becretary of Agriculture, become detrimental to the interests of
the cotton producers of the United Btates, it shall be his duty to
uuspend the action of any one or all of sald exchanges.

sec. 2. That whenever as many a8 two commissioners or secretaries
of agriculture and two governors in the cotton-growing Btates shall
complain to the Becretary of Agriculture of the conduct of any cotton
exchange, he shall immediately notify such exchange and require the
conduet complained of to cease pending the hearing and disposition of
the case or cases.

Skc. 3. That the authority and power are hereby conferred upon the
r-:lci;(;mry of Agriculture to carry out the provisions of this joint reso-

Mr. President, I hold that if the exchanges to-day will com-
ply with the law as it is written the situation would be better,
and if they do not comply with the existing law the joint reso-
lution to which I have referred would enforce such compliance.

I advocated and had put in the law a provision to the effect
that whenever a digpute arose between the buyer and the seller
ag to the grade offered or tendered either party to the contract
could appeal to the Secretary of Agriculture, and then the ex-
perts in his department, withont knowing either party to the
contraet, would take those grades and determine what they were
and settle the controversy.

I also urged another provision, as did others, which was put
into the law. I wish to read that provision to Senators as it is
found in the law now on the statute books, It is as follows:

The rties to such contract may agree, at the time of the tender,
as to the price of the grade or grades so tendered, and that If they
shall not then agree as to such price, then, and in that event, the
buyer of said eontract shall have the righa to demand the specific ful-
Allment of such contract by the actnal delivery of cotton of the basis
grade named therein at the price specified for such basis grade in said
contract,

There are the two points at issue. We already have the pro-
vision in the law that if a dispute should arise between the
buyer and the seller, if the buyer says, * That is not the cotton
I contracted for; that is not low middling; this is not strict
middling ; that is not middling fair,” and so on through the
grades, “and I do not propose to take it;” and the seller says,
“They are the grades specified in the contract;” the buyer
may say, “I am not going to submit to your judgment. I am
going to take the question to the Secretary of Agriculture and
have his experts determine which one of us is right.,” So that

matter is also taken care of and the department has settled
scores and scores of disputes of that character.

On the other hand, if the buyer does not want the cotton and
they have to effect a settlement in money, that situation is pro-
vided for in the law. If the buyer says, “ I will not take that
difference ;" and the seller says, “I will not pay you any
more; " and the buyer says, “ Give me the cotton; I will take
the cotton,” there is a provision that makes him deliver the
cotton specified in the contract. Those were the two points
that we had particularly in mind when we framed the present
law to take eare of the interests of the producers of the cotton
and to give the buyer the right to have the contract complied
with. I want such a contract that when cotton is dealt in the
producer will be called on for the cotton with which to fill the
contract.

There are evils in connection with the exchanges; but I fear
the amendment of the Senator from South Carolina. I know
that he thinks it will accomplish the result desired, and I am
sorry that I can not agree with him; but I fear that if ever
we put it in the power of any buyer to go into a market and
take the cream off of it and allow him to say “1I only want
the four highest grades, I do not want the others,” the low
grades of cotton will be thus outlawed, it is going to force
the farmer to take a lower price for that cotton, and the tricks
of the trade will be resorted to so that the farmer will be robbed
right and left, althongh the low grade of cotton, when cleaned by
machines, as suggested by my friend from Tennessee, and dyed,
will make just as good cloth as the top grades, for which per-
haps $30 or $40 more a bale is paid than for the low grade of
cotton. I fear that advantage will be taken of this amendment,
if it shall be adopted, to outlaw the low grades and very inju-
riously affect the business of the cotton producers.

Mr. NORRIS. Mr. President——

Mr. HEFLIN. 1 yield to the Senator from Nebraska.

Mr. NORRIS. I was particularly struck with the last quota-
tion the Senator read from existing law. If I understand it,
that law would give the buyer of cotton a very great advantage,
If the seller of the cotton was unable to supply him with the
exact grade specified in the contract, and they had a dispute
about it, then the purchaser of the cotton, as I heard it read,
would be able to say to the seller: * Give me the cotton exactly
ag it is specified in the contract.,” Would not the result of that
be that the buyer would have complete control of the trans-
action? The seller would have to agree with him. If they did
not agree, he could demand his pound of flesh.

Mr. HEFLIN. No; here is the advantage in that: The buyer
says: “ The difference between this grade and that grade ought
not to be more than a certain number of dollars.” The seller
says: “ Yes; it ought. There ought to be $10 a bale or $15 or
$20 difference in the grades.” The buyer says: “1 will not
accept a settlement like that.” Now, he has the buyer in his
hands if the buyer will take his tender; but the buyer has the
right to say to the seller: “ 1 will not do it. You produce the
cotton,” Then the seller says, “1 have not got it”; and the
buyer says, “ You go out and get it”; and there is where the
producer comes in. He furnishes the cotton. Then they have
to go out in the spot market and buy cotton with which to fill
these contracts,

Mr. NORRIS. That seems to me to be the weakness of that
law. I may be entirely wrong about it, of course, but it looks
to me as though in the very case the Senator puts the seller
is at the mercy of the buyer. As I understand, they make a
contract for the delivery of cotton before the cotton Is pro-
duced. Nobody knows at that time what the cotton is going
to be, It may not be a possible thing to supply the cotton named
in the contract: but the law provides for different grades, and
that if the seller can not supply the grade specified he can
supply other grades at a differential in price, it is true; but it
seemed to me that the clause which the Senator read from the
law would give the pu r the right to say whenever there
was a dispute and they could not agree, “Then give me the
exact cotton that is named in the contract.”

Mr. HEFLIN. Well, that is absolutely fair.

Mr. NORRIS. Would not that often make it impossible for
the producer of cotton to comply with his contract, because
he could not supply the exact cotton named in the contract?

Mr. HEFLIN. But he can supply it. They have no right
to name grades that he does not produce. The farmer rarely
ever sells any cotton on the exchange.

Mr. NORRIS., He would have to go out and buy it some-
where.

Mr. HEFLIN. That is right, and when he does that he is
patronizing the producer. He is calling for that which the
farmer has to sell, wants to sell, must sell—and the more
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peeple we force into the spot market to buy the farmer's cotton
the better it is for the cotton farmer.

Mr. NORRIS. Yes; but he is a producer himself. As I
understand the cotton business, there may be tlmes when, on
account of bad weather or something like that, it would be
an impossibility to get cotton to supply the contracts if a
literal interpretation of the contract were insisted upon. Is
not that true?

Mr. HEFLIN. No; that never happens.

Mr. NORRIS. I supposed that existed.

Mr. HEFLIN. They always have the grades. Now, what
we are trying to get at, and what I had in mind when we
framed this law originally, was to make these who deal in
cofton on the exchange go out and buy eotton from the pro-
ducer with which to fill the contract. If the buyer who patron-
izes the exchange does not get a fair deal he has the right,
and It is the only club he has, to tell the exchange: " If you
do not settle with me fairly with money, you go out and get
the actual cotton named in the contract and tender it to me.
I will mot accept anything else.”

Mr. NORRIS. If that be true, why would we not improve
it if we should wipe out all these differentials and let them
rely entirely on the contract, and when a man has made a
contract to sell cotton of a certain grade, compel him to do
that? Instead of having any different grades, let him be com-
pelled under the law to sell the cotton that he has contracted
to sell. Would not that relieve it all?

Mr. HEFLIN. That would, in a way.

AMr, NORRIS. Then why not obliterate all these different
grades?

Mr, HEFLIN. No; we do not want to do away with the
present grades. What the Senator is suggesting Is in line with
what I have advocated with reference to the establishment of
spot exchanges in the Seuth where actual cotton—what we
call spot cotton—would be bought and sold and delivered; but
these are future contracts, where they deal in futures and the
law prescribes the sort of contract they can make. They
enter into a contract, and they ought te be made to live up to
it. The Senator from South Carolina takes the position—and
he is right about that—that frequently they do mot comply
with the contract, 1 agree with that part of his speech, but
1 want us to de something that will make them comply with
the contract; and if you do that, here is the law that governs
it and takes care of it, if we ean make them do it, and they
ought to be required to do it. The chairman of this committee
knows, however, as I know, that when these fellows up there
agree to a certain proposition and say that it is satisfactory,
they already know in advance how they can evade it and slip
and slide around it, and what we want to do is te put enforce-
ment provisions back of this thing and enforce the law as it is.
My resolution will do that.

Mr. McCKELLAR. Mr. President—

AMr, HEFLIN. I yield to the Senator from Tennessee.

Mr. MCKELLAR. I claim to be somewhat practical in my
views and in my actions, and I think on a great question like
this we ought to be extremely practical. As the Senator
knows, we have frequently made cofton in the South at as low
a price as 8 cents. The price of cotton now is about 27 cents.

Mr. HEFLIN. It has sold for 4 cents in the South.

Mr, McKELLAR. Of course, it has seld for that, but I am
talking sbout ordinary, normal conditions. There have been
many crops of cotton made in the South which sold at 8 cents
a pound.

g[r. HEFLIN., For years and years 7 and 8 cents was the
prevalling price.

Mr. McKELLAT. Yes. It is now bringing 27 cents a pound,
and the chances are that it is going up. Apparently the mar-
ket seems to have that upward trend. As plain, praectical men,
ought we not to hesitate about passing any law that would be
likely to change a condition under h our farmers are now
getting 27 cents and upward for their cotton? I want to say
to the Senator that I shall be very loath to vote for any law
on the subject at this time because of the splendid position
that the cotton industry is now in.

Mr. NORRIS. Mr. President, if I may make a suggestion,
of course the Senators know that I am not an expert on cotton,
and my sympathies are entirely with the man who produces it.
1 should Iike to help him; but, if the argument of the Senator
from Tennessee Is right, then if this bill were pending here
when cotton was down to 7 cents, he probably would favor it.

Mr., McKELLAR. I do not know.

Mr. NORRIS. If It were pending when cotton was up, he
would be opposed to it.

Mr. McKELLAR. I should want to censider it very carefully
if it were low.

Mr. NORRIS. We ought to do that.

Mr. McKELLAR. But when it is very high I do not know
whether we ought to be going around hunting for a way to
change the condition, and I am not hunting for it; I am that
practical.

Mr. DIAL. DMr. President——

Mr. HEFLIN. I yield to the Senator from South Carolina.

Mr. DIAL. I should like to say to the Senator from Alabama
that the reason why the contracts do not eall for the cotton is
because they do not know what guality they will get within 10
grades, For instance, in 1920, out of 128,907,500 bales of cotton
contracts sold en the New York and New Orleans exchanges
only 267,700 bales of actual cotton were delivered in New York
and only 106,600 bales were delivered in New Orleans. That
is the reason why I say you would help the farmer, the man
who actually produces the cotton, if you would make them go
out and get the cotton and comply with the contract.

Mr. HEFLIN. The Senator from South Carolina and I are
in hearty agreement on that. T agree with him that frequently
they do not comply with the contract; but what I have called
to the Senator’s attention is that the law is here; the provision
is in the present Smith-Lever Act that if there is a dispute as
to the grade tendered, either party can come to the Secretary
of Agrieulture and have the matter settled, as they have done
in scores and scores of instances, as I have said; and if they
are not in agreement as to the price, the purchaser can say to
the seller, as I stated a moment ago, “ You give me the cotton.
Here are the grades set out. I stand on my contract,” and the
law says he has to do it. Now, then, the seller says: “I have
not got the eotton.” The Senator from South Carolina has
called attention to that. *“ But you contracted with me to deliver
to me certain cotton. You have no business dealing in cotton
unless you ecan deliver cotton. Why do you contract to deliver
me cotfon when you have not got it? You go out and get it.
I stand on my contract.” Then the seller has to go out in
the market, and hundreds of others go out in the farket, and
they commence buying, because he has to get the cotton right
now to fill that contract, and this produces competitive buying
in the spot market, and that puts up the price and the producer
is helped. That is the situation in a nutshell. That is as it
should be.

Mr. President, I hold in my hand a paper published at Dallas,
Tex., in the greatest cotton-producing State in the Union,
called the Cotton and Cotton Oil News. It is a paper devoted
ft:?xa the interests of the eotton industry. This editorial suggests

t_

We sincerely hope that no Member of either House or Benate will
rb existing conditions. Let well enough alone.

There is another paragraph here that reads in this way:

Our adviece to Congress, now In session, is to study well all measures
aimed at cotton or in future dealing, becanse futures in both com-
moditles are so Indivisibly connected with and so vital to the spot
interest of both that any interference with existing rules may be
fraught with grave consequences to the producers of grain and cofton;
and that class of our citizens are, as a rule, less able to stand any
adverse condition that might arise from injurious legislation,

This paper circulates all over the Cotton Belt, and, as I said,
it is deveted to the interests of the cotton industry. It is
sonnding a note of warning.

Mr. President, I am going to urge the passage of my reso-
lution. I want to cooperate with the Senator from South
Carolina. It may be that we can put some of the provisions of
his amendment or some of the ideas contained in it In a joint
resolution and work out something that will correct the evils
now practiced on the exchanges; but I want to repeat that if
his amendment should be adopted as it stands it will put a
premium on high grades and widen the breach between the
high grades and the low grades and give the market manipu-
lators a chance to strike dead the low-grade cottons through-
oot the Cotton Belt and work a great injury to the cotton pro-
ducer. I have championed the cause of the cotton producer
ever since I have been in public life. In fact, when I came to
Congress I determined to make a special study of the cotton
industry. I have done it, and I hope I have been of some value
to that industry.

I have received scores and scores of letters from farmers,
merchants, and bankers saying that the situation had been
improved by legislation with which I had to do, and I want
to do whatever is bhest for the producer of cotton, because he
is so widely scattered through the cotton-producing section
of the United States. It is difficnlt for him to organize and
have unity of purpose and concerfed action, as the spinners
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can have them. The Senator from South Carolina is a cot-
ton spinner and also a cotton producer.

Mr. McKELLAR. Mr. President——

The VICE PRESIDENT. Does the Senator from Alabama
yield to the Senator from Tennessee? :

Mr. HEFLIN. I yield to my friend from Tennessee.

Mr. McKELLAR. Has the Senator had any petitions or
letters from any of his cotton-producing constituents asking
him to favor this amendment? I live in a cotton State. The
city where I live is one of the largest cotton markets in the
world. I have had no letters from any cotton producer asking
me to support this measure, and I am sure that if they thought
it was a wise measure they would communicate with me. In
answer to the suggestion made by the Senator from Nebraska
a moment ago, my sympathies are entirely with the producer.
I live in a cotton country, and my sympathies are all with
those who actually produce cotton, and in my judgment if they
thought this amendment would help their interests they wounld
be writing to their Representatives in Congress. For these
reasons, I am going to vote against the 'amendment.

Mr. HEFLIN. Mr, President, I will say to my friend from
Tennessee that I have not had but two or three letters from
my State urging the adoption of this amendment,

1 want to say this, in conclusion, that the price of cotton
is now advancing. It ought to be bringing 30 cents. It will
go above 30 cents. The thing that helped cotton to go up in
price was the revival of the War Finance Corporation, which
enabled many farmers, especially in the cooperative associations,
to get money with which 'to keep their cotton off the market.
That is the point always. If the producer is his own master,
and can keep his cotton from going upon the market when the
price is low and unprofitable, prices are bound to advance.

Why do I 'say that? Becaunse there nre one hundred amd
fifty and odd million spindles in the world, Those spindles must
be fed on cotton. There are hundreds of thousands of people—
men and women—operating them. There are millions of money
invested in the spinning industry. All of that mighty machinery
has to keep running, and it ean not run unless they can get
the cotton that the producer makes, and if you enable the
producer to sell his cotton sparingly, so as to keep the market
keen and hungry, meeting the demands of the spinner as they
arise, cotton will always bring a goéod price.

Mr. Pregident, T am glad of the part I took in reviving the
War Finance Corporation. After we revived it some of the
witnesses who testified before our Committee on Agriculture,
in response to questions propounded to them by me, showed
that when we commenced sending money out into the States
throungh the War Finance Corporation, the Federal reserve
banks immediately commenced to 'loosen up and rediscount
gu;pcr at the member banks of the Federal reserve system.

it was that condition which eaused cotton to advance—the
farmer's ability to get hold of a little money to enable him
to hold his cotton off the market until the price improved.

The cooperative associations have accomplished much in join-
ing together and getting these funds, and keeping their cotton
from being thrown upon the market without regard to the
price, That has helped to put the price of eofton up.

Mr. President, with cotton around 27 cents to-day and with
a threatened cotton famine standing right out in fromt of us,
cotton is bound ‘to go to 30 cents and higher. Not only are the
high grades of cotton up now, but the average price of eotton
has improved somewhat, and if we will help the produeer of
cotton to keep his cotton off the market when the price is low
and unprofitable, we will have solved the problem that vexes
him to-day.

I am hoping that we can amend the legislation that is pend-
ing, the bill which has been reported and the Lenroot-Anderson
bill, so as to make it workable, and fix it 8o that the Federal
Reserve Board shall not say whether cotton is eligible at the
bank or not, that that board shall not have the discretionary
power to say whether wheat or corn or cattle can be used as
the basis for a loan, but that the law itself shall say it and give
specific directions so that reasonable loans can be had. I do
not want the cotton producers of my section of the country tfo
he left any more in the hands of the discretionary power of this
board and have that board used as the instrument of Wall
Street to beat down the price in order that they may make a
killing on speculation from the bear side of the market.

I have witnessed that. I saw the farmers of my State lit-
erally slaughtered under that grinding process. In 1920 it
robbei the cotton farmers of my State of $103,000,000. )

I saw the South lose $1,625,000,000 in 1920 under that proc-
ess; and I am not going to remain silent in the Senate and
permit any farm credits bill to pass if I ean help it that does

not specifically set out the authority to take care of those
people. It is an outrage that a great free Government like ours
will permit its Instrumentalities to be so uwsed that one class
of people are stricken down and 'robbed to greatly enrich
another class of people.

I want to say this in eonclusion: The Senator's amendment
can ‘be offered in another form as ‘an amendment to the present
law, the Smith-Lever Act, as it now exists, and thoroughly
eonsidered again by some committee, and we can see if some
agreement can not be reached upon it. I would not like to
see this amendment hitched ‘onto a farm credit bill. 1 have
stated that the present law is pretty good, if they will comply
with it, and the power mentioned in ‘my resohition authorizing
the Secretary of Agricultore to close these exchanges if they
do mot comply with the law would give us a very satisfactory
situation.

Mr. DIAL. Mr. President, yesterday the senior Senator from
Louisiana [Mr. Rawsperr] seemed 'to find fault with me be-
eause T had just offered 'this amendment. I was called out of
the city a few 'days ago on a 'sad mission, and I returned
yesterday morning at 11 o'clock. At 12 o'clock I was in my
seat with my amendment ready to offer, and I offered it as
soon ‘as T ecould get 'the floor. :

I'am glad to say that the differences between the southern
Senators in this matter are growing less and I hope that we
will 'be able to agree ere long. There are just a few points T
want to clear up. The Senator from Louisiana complains that
I am ‘trying to rush this amendment through. My amend-
ment was offered a year or two ago in the form of a bill, and
1 went before ‘the Committee on Agriculture and Forestry and
made a talk, and when I got ‘through the chairman, the junior
Senator from Nebraska [Mr. Normrrs], a fair man, an able
man, a friend of the people, said he thought there was great
merit in my bill, and that he was ready to report it. The
Sengtor from Louisiana [Mr. Ranspers] said he wanted to
be heard. I told him I had no-objection to his being heard, in
fact, that I had no right to object to his being heard, but I
had nothing more to say, and 'if he wanted to 'be heard, to be
heard.

That was along about May, according to my recollection.
On June 11, 1921, the Senator from Louisiana sent me 'a fele-
gram. I was pressing for a hearing all the time before the
Committee on Agriculture and Forestry. He said in this wire:
Benator DrarL,

Washington, D. 0.7

Please do not press action on your cottom-futures amendment wmtil
I return-on the 18th, Friends inglet that your amendment will destiroy
the exchanges, and I agree with them. Therefore it should reccive
closest consideration. Am detained here by very important business.

Of course, I postponed the matter until the Senator from
Louisiana got back. I also received .a letter from the Senator
from Louisiana,. dated July 7, 1921, in which he asked me
again not to press the amendment, and in which he said,
among other things: |

I am c¢onvinced that if your amendment should be adopted it would
practically destroy the exchanges.

It seemed he was not so anxioug about the farmers at that
time. It is immaterial to me whether it will destroy the ex-
changes or not. I am trying to get:a fair law pasced.

There is mo argument made now against my amendment,
and there never has been. I read the speeches of the Senator
from Louisiana at the time Senator Comer offered his amend-
ment, and, with all due respect, the Senator from Louisiana did
not discuss the merits of the proposition at that time, and he
never yet has discussed them.

I defy any man in the United States, inside or outside of
Congress, to debate the merits of this proposition and find any
defect in the amendment which I have proposedl. There is
nothing similar to it on the statute books or in the customs of
the world in trading.

My amendment would not interfere with the number of
grades of cotton tenderable. I can not make grades. Grades
are grown. Natore Yixes grades of eotton, and the law has
recognized those grades, and the law has recognized 10 graies
tenderable on the contracts. I do not interfere with that at
all, except that I group them in classes and provide that at
the time people who have any cotton sell contracts they must
specify the kind of cotton they propose to gell, It is in line
with what the distinguished senior Senator from Alabama [Mr.
Unperwoon] said here some time ago, that bhe saw no reasen
why the members of the-exchanges should not spetify what
they sold and deliver what they specified. That is all T ask

Because cotton fluctuates up and down fg no reason why we
should not have a correct law. Cotton is now bringing only 2T
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or 28 cents. T hope and believe it will go higher, but that
does not influence me at all. This proposition was pending here
when cotton brought about 11 cents a pound. That has been
the argument of the exchanges in their propaganda, and yet
some Senators say, “ Oh, let us soft pedal the proposition; we
will interfere with the rising price,” or something of that sort.
Pass an honest law, and the law of supply and demand will take
care of the proposition.

The Senator from Louisiana ecomplains that more cotton is
not delivered on the contracts. The reason it is not delivered
on the contracts is because the owners of the contracts do not
know within 10 grades what they will get, and no mill can use
all of those grades of cotton.

Mr. President, the Senator from Louisiana yesterday spoke
about mills buying their cotton, and said they would go to some
actual broker and make contracts for cotton. That is true. I
have not been in harmony with the methods of some of the
mills, and probably all of them, for a long time in buying
cotton. I would like to have them buy on the' future market
if they are going to buy ahead at all, and then be prepared to
demand delivery of their cotton. Hence, the contract would
bring a higher price and that would help the farmer.

Now, there are about four principal spot brokers in cotton
in the United States. It is all supposed to be sold on future
contracts. But now the mills go to these spot dealers, about
four of whom control the whole market, and who are about as
powerful as the Packer Trust, or the Steel Trust, or the Oil
Trust, or any other trust in this country, Perhaps all Senators
know who they are,

A mill will go to them and contract for a large quantity of cot-
ton to be delivered in a future month, at so many points of the
exchange price. Then these brokers, with these great powers of
contract in their hands, will sell the contracts, will sell the
future market, will depress the future market, and at the same
time go out and pick up the cotton from the actual farmers, be-
cause they have a place to put it. That is the way it is worked.

They sell down the contract. The mill has already made a
trade with them at so many points. To-day, while the price is
about 273 cents, I am told that good grade cotton in the South is
selling 2 or 3 cents a pound higher than that. The contract
does not represent the true value.

1 was told the other day of a transaction at 230 points above
the current month’s market. So it is simply spurious, it is fic-
titious, it is artificial, and this method would depress and op-
press and almost confiscate any business in the world. If the
Creator had not favored us with the climate and the soil and
the rainfall that He has, and with the best people on earth, we
could not have existed.

So, Mr. President, I hope the Senate will vote for the amend-
ment. Sepators need not be afraid about changing the off-grade
cotton, The amendment does not interfere with that at all ex-
cept that it groups it and tries to make the contracts specific
within certain classes of the cotton. They ought to specify the
identical grades of cotton.

1 hope the Senate will put the amendment on the bill. It is
not a question of looking wrong or having a ragged bill. Con-
gider the poor people of the South struggling over this situation.
It is immaterial to them whether the bill is symmetrical or not.
They are the ones who ought to be given help.

The VICE PRESIDENT (at 1 o'clock p. m.). The time for
debate has expired. The guestion is on the amendment offered
by the Senator from South Carolina [Mr. DiaL].

Mr. DIAL. On that I ask for the yeas and nays.

The yeas and nays were ordered and the Assistant Secretary
proceeded to call the roll.

Mr. OWEN (when his name was called).
ator from New Jersey [Mr. Epce] voted?

The PRESIDING OFFICER (Mr. Lavp in the Chair). That
Senator has not voted.

Mr. OWEN. I transfer my pair with that Senator to the Sena-
tor from Montana [Mr. MyEgs] and vote “ yea.”

Mr. STERLING (when his named was called). I transfer my
palr with the Senator from South Caroling [Mr. SmrTH] fto the
Senator from Arizona [Mr. CayEeron] and vote “ nay.”

Mr. WILLIS (when his nanle was called). I am paired with
my colleague [Mr. PomereNE], who is absent on account of
iliness. 1 transfer that pair to the Senator from Connecticut
[Mr. BranpEcee] and vote “ nay.”

The roll call was concluded.

Mr. McKINLEY, I transfer my pair with the junior Senator
from Arkansas [Mr, CArawAy] to the junior Senator from Ver-
mont [Mr. Pacg] and vote * nay."” :

Mr. HARRIS. I have a general pair with the junior Senator
from New York [Mr. Carper]. In his absence I withhold my
vote,

"Has the Jjunior Sen-

Mr. GLASS. I have a pair with the senior Senator from Ver-
mont [Mr. DintincaEAM], but having his permission to vote as
I may prefer on this question I vote “ yea.”

Mr, KENDRICK, I transfer my pair with the Senator from
Illinois [Mr. McCormick] to the Senator from Massachusetts
[Mr. Warsu] and vote “ nay.”

1;‘[1'. COURTIS. I wish to announce the following general
pairs:

The junior Senator from Kentucky [Mr, Ernst] with the
senior Senafor from Kentucky [Mr, StanNLEY]; and

The Senator from West Virginia [Mr. ELgins] with the Sena-
tor from Mississippi [Mr. HARRISON].

The result was announced—yeas 21, nays 46, as follows:

YEAS—21.
Borah George McComber Underwood
Brookhart Glass Norris Walsh, Mont.
Dial Johnson Overman Williams
Fernald Jones, N. Mex. Owen
Fletcher Kingu Poindexter
Frelinghuysen La Follette Shields

NAYR—46.
Ball Kendrick Nicholson Sterlin
Bayard Keyes Oddie Sutherland
Capper Ladd Pepper Swanson
Couzens Lenroot Phipps Townsend
Culberson Lodge Ransdell Trammell
Curtis McKellar Reed, Pa. Wadsworth
France McKinley Robinson Wiarren
Hale M¢Lean Sheppard Watson
Heflin McNary Shortridge Weller
Hiteheock Moses Bmoot Willis
Jones, Wash. Nelson Spencer
Kellogg New S?:nﬂetd

NOT VOTING—29.

Ashurst Cummins Harris Reed, Mo.
Brandegee Dillingham Harrlson Simmons
Broussard Ed McCormick Smith
Bursum Elkins Myers Stanley
Calder Ernst Norbeck Walsh, Mass.
Cameron Gerlc'(y Page
Caraway Goodin Pittman
Colt Harrel Pomereue

So Mr., Drar's amendment was rejected.

Mr, FLETCHER, Mr. President, T offer the amendment
which I send to the desk. .

The PRESIDING OFFICER. The amendment will be stated.

The AssisTANT SECRETARY. On page 41, following section
401, add the following two sections:

Spc. 402. That section 11 of the Federal farm loan act as amended
April 20, 1920, be amended by adding the following :

“ Fifth. To cooperate with other farm loan associations and to form
among themselves State or national unions or associations, or both, for
the purpose of lawfully advancing the general welfare of all farm loan
associations as they may deem t, and to contribute toward the sup-

ort and maintenance of such unlons or associations from the general
unds of each association or by voluntary contribution of the members
thereof as each assoclation may determine for itself through its board
of directors not to exceed $25 annually.”

Suc. 403, That the last paragraph of the first section of amended
section 32 of the Federal farm loan act, approved January 18, 1918, be
further amended to read as follows:

“ That the temporary organization of any Federal land bank, as pro-
vided in section 4 of said Federal farm loan act, shall be continued
until the subscriptions to stock in such bank by national farm loan
associations shall equal the amount of stock held in such bank by the
Government of the United States. That whenever the total subserip-
tions to the stock of any Federal land bank made by national farm
loan associations shall exceed the amount of the stock held in such
bank by the United States Government, it shall be the duty ef the
Farm Loan Board to proceed with and perfect the permanent organiza-
tion of said bank in accordance with the provisions of section 4 of the
farm loan act as approved July 17, 1916."

Mr. FLETCHER. Mr. President, on April 12, 1921, the
junior Senator from Montana [Mr. Warsa] introduced in the
Senate the bill (8. 273) to amend section 11 of the Federal
farm loan act, as amended April 20, 1920, and section 82, as
amended January 18, 1918. The bill was referred to the Com-
mittee on Banking and Currency. There were hearings on the
bill and some considerable attention was given to it, but the
committee never acted upon it. I was always cordially and
earnestly in favor of it, and have been anxious to have the
legislation put upon the statute books as proposed by the bill
introduced by the Senator from Montana, as I have stated.
I have assumed, with his consent, to appropriate the language
of his bill in offering the amendment which has just been
stated. He agrees with me that it is entirely appropriate in
connection with legislation where we are attempting in the
last section to amend the farm loan act, and I think it is im-
portant that it should be made a part of the bill and become
the law,

The reason for this proposal is, in the first place, that the
present situation is not at all satisfactory to the farmers of
the country, and in the next place it is unfair and unjust to
the stockholders of the Federal land banks. The act of
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January 18, 1918, amending the farm loan aet, provides in its
last clause:

The temporary organization of any Federal land bank as provided
in section 4 of said Federal farm loan act shall be continued so lo
as any farm loan bonds purchased from it under the provizions o
this amendment shall be held by the Treasury, and until the sub-
ncri;;_uons to stock in such bank by mnatlonal farm-loan associations
shall equal the amount of stock held in such bank by the Govérnment
of the United States,

In pursuance of that amendment of the farm loan act, the
Secretary of the Treasury purchased $200,000000 of farm-loan
bonds. = As we all know, those bonds run for a period of about
30 years; so that so long as the Treasury holds any of those
bonds the temporary organization of the Federal land banks
must continue. The *temporary organization” means that
provided in the farm loan act, which authorizes the Farm Loan
Board to name five directors for the Federal land banks; so
that every Federal land bank to-day is operating under the
same temporary organization provided for in the original act
which was passed in 1916, and the five directors in each of
the Federal land banks are appointed by the Farm Loan
Board. The amendment to the law perpetuates that tempo-
rary organization and keeps it in effect so long as the Treasury
holds any of the bonds which have been purchased under the
provision referred to. That means that the Farm Loan Board
names five directors in the Federal land banks and that such
organization may continue for a period of something like 30
years; so long as the Treasury holds any of the bonds.

The system has been operating succesgfully from the be-
ginning, except that when mortgage companies instituted suit
attacking the constitutionality of the act, which sult was pend-
ing in the United States Circuit Court and then in the Su-
preme Court of the United States for a period of something
like 18 months, during which time the system was paralyzed.
The Supreme Court, however, rendered its decision in Feb-
ruary, 1921, sustaining the censtitutionality of the farm loan
act in its entirety. After that time there was apparently con-
siderable delay, and, in my judgment, unnecessary delay, for
it was not until June that funds' were provided for farmers
who had put in their applications prior thereto and were in
great need of accommodations. Notwithstanding the decision
was rendered in February, 1921, it was not until June of that
year that funds were provided as a result of the offering of
farm-loan bonds. Since then the offerings have been more
frequent, and in the last sale which took place $75,000,000
worth of bonds were sold in two hours at a price abowve
par, at 4} per cent. So some $700,000,000 has been found for
the farmers of this country at O and 53 per cent under that
system.

During: the course of the development of the system as
originally contemplated by the framers of the act, the stock
which the Government originally furnished the banks to begin
with has practically all been paid back to the Government,
In four of the largest of these banks the Government does not
own more than a nominal amount, if any, of the stock, the
stock all practically being owned by the national farm-loan
associations. Eighty-seven per cent of the stock now held by
all the 12 Federal land banks is owned by national farm-loan
assgociations. Very soon in the natural course of events, within
a year or less, the Government will not own one doliar of stock
in any of these banks, but all the stock will be owned by the
national farm-loan associations,

Did Senators ever hear of a situation where the stockholders
of an institution, a corporation existing and doing business,
had no voice whatever in the management or conduct of that
business? In this case the national farm-loan associations are
not given a volce in the selection of a single director in a single
Federal land bank, although they own the stock in those banks:

Mr, OWEN. Mr. President

Mr. FLETCHER. I yield to the Senator from Oklahoma.

Mr., OWEN. Mr, President, what the Senator from Ilorida
says with regard to the ownership of the stock in these banks,
of course, is true; but there is another consideration of very
great importance. The Senator has just called attention to
the fact that over $700,000,000 worth of farm-loan bonds are
outstanding. I suggest to the Senator that the United States
is morally responsible for that enormous indebtedness, and
that for that reason the power of the Government in connection
with the Federal land banks should not be lost sight of, al-
though a representation, and an adequnate representation, of
those who are participating might well be provided for.

I merely wished to make that suggestion to the Senator from
Florida so that the real responsibility of the Government in
the premises might not be overloocked. In modifying the law in
reference to the temporary organization, I think it ought to be
done with that in view. I merely rose to make that suggestion
to the Senator, .
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Alr. FLETCHER. I fully appreciate what the Senator from
Oklahoma has said, but the framers of the act had that all’
in mind when it was under consideration and passed, Origi-
nally the: framers of the act saw exactly what is happening
and what they hoped would happen, namely, that as the system
developed the time would come when the stock of the banks
would, be owned entirely by the national farm-loan assoeiations,
They knew perfectly well also that whereas there was no legal
obligation on, the part of the Government respecting farm-loan
bonds, there was a consideration to be kept in mind, a duty
and responsibility, growing out of the fact that a burean of the
Government had: absolute supervision over the entire system.

The Farm Loan Board is a burean of the Treasury Depart-
ment; it is politically organized; that is, the members of the
Farm Loan Board are appointed by the President and con-
firmed. by the Senate; That board has supervision over all
of the land banks, over all the farm loan associations, over
the issue of bonds, and has direction generally as to the entire
system. There will be no interference with that arrangement
if the amendment which I have propesed shall be adopted.

In the next place; the framers of the act realized this quasi
responsibility, and that the bonds would be regarded as being
issued under the supervision of governmental authority, and
that, therefore, the Government would be morally bound to
see that the laws were carried out and that the system, shonld
function in aceordance with. law and as it should function;
Therefore, it was provided that three of the directors of every
Federal land bank: should be named by the Farm Loan Board,
That provision is made in the original act, and the amendment
proposed by me will not change it. Always, in every instance
throughout the country as to every Federal land: bank, the
Farm Loan Board is authorized and empowered and directed
to name three directors. The amendment propeses no change
in that law, at all

The suggestion of the Senator from Oklahoma has been kept
in. mind at all times. It was in mind when the law was
framed, and the proposed amendment in no way will interfere
with it. The Farm Loan Board will name three directors
on the board of directors of every Federal land bank through-
out the country continuously and permanently and forever,
as the law now stands, and that is mot changed if this amend-
ment I propose i8 agreed to. That was put in the original
act, but when: in. 1918 the Secretary of the Treasury was au-
thorized to buy $200,000,000, of these bonds a provision was
inserted to the effect that so long as the Treasury held any,
of such bonds that “temporary organization;” under which
the Federal Farm Loan Board names all of the directors in _
every land bank, should continue. That is. the situation which
we wish to correct. We wish to get rid of this temporary
organization and put in force the permanent organization
plan as provided in the original act, by which the directors
are to be nine, six of whom the national farm loan associa-
tions shall elect.

Mr. President, it is an unheard-of proposition, that the
stockholders of a corporation, owning all the stock of the cor-
poration or even a majority of the stock of the corporation,
shall have no voice in the selection of the directors of that
corporation. It never was heard of in any country or any
government or im connection with any institution of which
I have ever read; and all we are asking now is that the stock-
holders of the Federal land banks, namely, the natipnal farm
loan associations, shall have the righi to select six of thae
directors of the Federal land banks, leaving the Farm Loan
Board full power to name three of the directors.

Mr, JONES of New Mexico. Mr. President—— .

The PRESIDING OFFICER. - Does the Senator from Florida
vield to the Senator from New Mexico?

Mr. FLETCHER. I yield to the Senator from New Mexico.

Mr. JONES of New Mexico. It occurs to me that the sug-
gestion of the Senator from Oklahoma does nof affect the
amendment which the Senator from Florida is now proposing.
The amendment which the Senafor from Florida now proposes
is to relieve the banking sifuation of the couniry of a condition
which was brought about on account of the Government's hold-
ing of farm-loan, bonds. The temporary organization of the
land banks was to continue for the purpose of seeuring the
investment of the Government in such bonds, but was not to
be a permanent arrangement to protect the bondlholders gen-
erally of the corporation. The Senator is new of the opinion
that there Is no longer any necessity for retaining in the Farm
Loan Board the. ahgolute control of the land banks for the sole
purpoge of securing the Governmeut investment in bonds. Am
I right about that?

Mr. FLETCHER. The Senator is absolutely correct as to
that. There is no need at all of a continuance of completa
governmental control of these banks. I do not know how many




1930

CONGRESSIONAL RECORD—SENATE.

JANUARY 18,

of the bonds which the Treasury originally acquired have been
taken up by the Farm Loan Board; but I know that they have
taken up some of them, because in the case of the last three
sales of bonds, amounting to $75,000,000 each—and I am cer-
tain as to two of the sales, because I have a letter to that ef-
fect from the chairman of the Farm TLoan Board—the sub-
scriptions were far in excess of the offering, and those sub-
seriptions have been utilized and applied to the purchase of
bonds held by the Treasury. I am sure that some of those
bonds—how many I do not know—have been taken up already,
having been acquired through the sale of bonds offered by the
Farm Loan Board. I know also that they are b per cent bonds,
and the Farm Loan Board is to-day selling those bonds at 4}
per cent at a premium, so that there is no possible risk on the
part of the Government; and I do not see why the Farm Loan
Board does not take them all up at 4% per cent, instead of pay-
ing the Government 5 per cent,

Mr. JONES of New Mexico. My understanding is that
the Farm Loan Board have actually taken up nearly one-half
the holdings of the Government of the United States.

Mr. FLETCHER. 1 think that is quite true.

Mr. McLEAN. Mr. President, will the Senator permit an
interruption?

Mr. FLETCHER. Yes; I yleld.

Mr. McLEAN. The point made by the Senator from Okla-
homa was that they are instrumentalities of the Government,
and that there is a moral obligation, possibly, to protect these
bonds under all circumstances, That was the point he made
if I understood him.

Mr. FLETCHER. His suggestion extended beyond the sug-
gestion of the Senator from New Mexico, but it included that,
I think.

Mr. McLEAN. As a matter of fact, the Government to-day
owns a hundred million of those bonds. They are now in
the Treasury.

Mr. FLETCHER. And they can demamnd payment at any
time they like, I think the act provides for that.

Mr. McLEAN. In addition to that, it owns four millions
of the eapital stock of these banks to-day.

Mr, FLETCHER. Yes.

Mr. McLEAN. Not only that, but these obllgations are
joint and several obligations, Every bank in the system is
responsible for the obligations of every other bank; so that
you can see the necessity of very careful mapagement of all
these banks,

Mr. JONES of New Mexico. Mr. President, I think the Sen-
ator from Connecticut is quite right in his contention that
the Government should have an interest in the management of
these banks; but, as the Senator from Florida has well stated,
that is provided for in the permanent provisions of the act,

Mr. FLETCHER. That is correct,

Mr, JONES of New Mexico. And this absolufe control of
these banks is only beecause of the cirecumstance that the Gov-
ernment of the United States owns some of the bonds, or has
purchased some of the bonds. It does seem to me, inas-
much as these banks have taken up substantially all of the
stock of the banks—S80 per cent of it—and the purchasers of
the bonds will always be safegnarded by three of the directors
on these farm-loan banks, that was intended by the framers of
the bill and by the Congress which enacted it to be sufficient
‘guaranty to the bondholders. Here, however, I8 a mere chang-
ing situation. It is only by the circumstance that the Govern-
ment has purchased some of these bonds that it retains com-
plete control of the board of directors of the banks themselves,
and the reason for that act seems to me no longer to obtain.

_Mr. McLEAN. Whaiever might have been the view of the
framers of the act, the fact remains that the temporary man-
agement has been exceedingly satisfactory, and it has been
largely due to the fact that the directors have been wisely
chosen that the system has been such a success. It {s my firm
opinion that the board should continue to appoint a majority
of the directors having the management of these institutions,
If you have six of these directors representing the association
and only three appointed by the Federal Farm Loan Board,
they are in the minority and absolutely unable to control its
policy. The fact that these bonds are selling above par Is due
to the administration of the system, which has been satisfac-
tory to everyone, and it seems fo me a most unfortunate time
now to change the management. Why not let well enough
alone?

Mr. FLETCHER. Mr. President, the purchasers of these
bonds In the first instance, Series A, No. 1, bought the bonds
knowing what the law was. The law was that there should
be nine directors of every one of these Federal land banks,
that the Farm Loan Board should name three of them and

that the national farm loan associations should select six of
them. That was the law, and everybody bought the bonds
knowing that that was the law. It was not until 1918 that
this amendment was made making the temporary organization
permanent, at the time when.  the Government acquired
$200,000,000 of the bonds. The “temporary organization™
meant that the Farm Loan Board should appoint five direc-
tors to have charge of the affairs of the banks, respectively,
under the supervision of the board.

Mr, McLEAN., And it was a very wise amendment.

Mr. FLETCHER. I am not disposed now to make any com-
plaint about the management of the banks. We can go into
that at some other time if necessary; but there has not been
altogether full and complete satisfaction and assurance that
these farmers were getting what they were entitled to under
the present management. There have been delays all over the
country, sometimes of slx months to a year when waiting on
appraisals and waiting on attention fo the applications. Farm-
ers have not been always able to get the accommodation to
which they were entitled, The Farm Loan Board said first
they thought the public would not absorb the bonds faster than
they were issulng them, They were mistaken in that, because
they found subsequently the public was ready and eager to take
them just as fast as they put them out. They offered that as
a reason for not having sufficlent funds to cover the meritorious
eligible applicatlons; and then a little later they said: * We
have not force enough to attend to the business fast enough
to keep up with it." In reply to that the farmers could well
say: “ Why do you not supply the force? This stock is earning
dividends everywhere. There is plenty of money to pay the
people—to supply the necessary force to transact this business
promptly.” :

Mr. MoLEAN. Mr, President, T should like to ask the Sen-
ator a question, It Is very likely that the issue of bonds will
very soon exceed a billion dollars, and the amount will con-
gtantly increase. There is a widespread impression that the
Government is morally bound to protect these obligations. -
Does not the Senator think that the board ought always to
select a majority of the board of directors?

Mr, FLETCHER. I most emphatically do not. I say the
people who own the stock in these banks ought to have at least
a majorlty of the directors of those banks. The Government
gas 1(;lhree of them always there, selected by the Farm Loan

AT,

Mr. GLASS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Florida
vield to the Senator from Virginia?

Mr, FLETCHER. 1 can not yield just mow., I will in a
moment. Let me answer this question first, without trying to
answer two or three at once. The Government has three of
these directors there all the time. The Government has abso-
lIute supervision over the whole system through the Farm Loan
Board, overseeing all of the directors. No matter who has a
majority of the directors of these banks, there is the Farm
Loan Board having supervislon over the whole field, the whole
subject, the whole system, every detail of it. Hvery national
farm-loan assoclation has to be chartered by it. It can deny
charters. It can refuse to issue bonds,

No bonds can be issued by any Federal land bank until the
Farm Loan Board approves the issue. So they have absolute
supervision over the whole system, anyhow; and I say it is
an outrageous proposition to claim that the Government could
further insist that they must not only have general and com-
plete supervision and control over the whole system but they
must dominate and control the detailed operations of every
Federal land bank in the system. It is a monstrous proposition.

The Senator from Connectieut on yesterday, together with the
Senator from Virginia, when I offered as an amendment to this
very bill a proposal to include farm loan bonds along with
United States bonds as a proper investment for 25 per cent of
the capital of these corporations organized under the provisions
of this bill before they could begin business, made light of the
Idea and stated that the next step would be to allow Pennsyl-
vania Railroad bonds or some other industrial or private bonds
to be included in that Investment, They denied that these
were Government bonds. They denied that there was any Gov-
ernment responsibility respecting these bonds,

Mr. GLASS. Mr. President——

The PRESIDING OFFICER. The Senator declines to yield
at present.

Mr. FLETCHER. In one breath it is sald that the Govern-
ment i8 morally responsible and that these bonds are instrumen-
talities of the Government and in the next breath it is asserted .
that they are private affairs and on a par with industrial, rail-
road, or such other securities.
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Mr. GLASS. Mr. President, if the Senator from Florida
will compose himself sufficiently to permit me to interject, that
criticism does not apply to me at all.

Mr. FLETCHER. The Senator from Florida is entirely com-

Mr. GLASS, I did deny that these banks were Government
institutions, and I do deny that they are Government institu-
tions, and I deny the proposition that their bonds are instru-
mentalities of this Government.

Mr, FLETCHER. Then the Senafor takes Issue with the
Senator from Connecticut. That was his statement.

Mr. GLASS. Suppose I do take issue with the Senator from
Connecticut? What I am saying is that If the Senator from

" Florida will compose himself sufficiently I will assure him that
I am not antagonistic to his proposition now.

Mr. FLETCHER. I am very glad to hear that.

Mr. GLASS. But why does the Senator from Florida ascribe
to me opposition to his proposed amendment?

I think his position is absolutely logical. I do not think any
other position is defensible; but if the Senator wants my judg-
ment, I will give it to him, and say that I do not think these
banks will be nearly so efficiently managed by their owners
as they have been managed by picked agents of the Government
who understand all of the minutise and administration of the
banking business. However, I say that these banks do belong
to their stockholders. If they shall insist upon it, their stock-
holders are entitled to manage their own property; but if yon
ask me if I think they are going to manage them as efficiently
as they have been managed in the past, I do not. I know it is
unpleasant to tell farmers that they are not bankers. I do not
know whether I should be courageous enough to go among them
and tell them that or not; but I say here, in the discussion of
thig question, that they are not bankers and they can not man-
age banks as bankers can.

Mr. FLETCHER. Mr. President, in the first place, there
is no reason why the farmers can not select bankers as directors
of this board if they want to do it. There is no obligation that
all of these six directors to be chosen by the national farm-loan
associations shall be farmers. There is no requirement of that
sort. They may select anyone—lawyers, bankers, business
weni—but I am far from assuming that the successful farmers
of this country, interested in this great institution for the
benefit of agriculture, have not intelligence enough to elect a
board of directors for these banks. I will never concede that,

~ They have sense enough to elect Members to this body. They

are competent to elect directors of banks created and estab-
lished for their benefit, in which they own the stock and in the
proper conduct of the affairs of which they are vitally con-
cerned,

Mr, GLASS, They apparently have had sense enough to
elect United States Senators who have not, upon the test, made
very good Senators.

Mr. FLETCHER. I will say to the Senator from Virginia,
if he will excuse me just one minute, that my reference to him
grew out of the fact that I supposed he was in harmony with
the Senator from Connecticut about these farm-loan bonds being
instrumentalities of the Government.

Mr. McLEAN, That is what the law says.

Mr. GLASS. Oh, the law does not say that. The law says,
if' the Senator will permit me, that these banks shall be instru-
mentalities of the Government, agencies of the (Government,
just as a national bank is an agency of the Government; but
the Senator does not contend that the Government is in any-
wise, either legally or morally, responsible for the stock of a
national bank, does he?

Mr. McLEAN. If I said bonds, I meant banks. I did not say
“ legally " obligated. 1 said there was a moral obligation there,
and you will find that 1f these bonds are ever defaulted the
Government will come to the rescue,

Mr, GLASS. Mr. President, I do not think the Government
is under any legal or moral responsibility whatsoever to come
to the rescue of these banks. It has become fashionable when

_nobody has a legal elaim that he ecan establish against the Gov-
ernment to talk about the moral responsibility.

Mr. WILLIAMS, The Senator is now speaking of the stock,
is he not? The Federal Government, of course, has a moral
responsibility in the case of the bonds.

Mr. GLASS. I do not think the Federal Government is at
all responsible for the bonds. They are the bonds of a private
corporation.

Mr. WILLIAMS, The bonds are fiscal instruments of the
Government, and are made to escape taxation for that reason.

Mr. GLASS. 1Is the Federal Government responsible for
the indebtedness of any national bank? National banks are
instrumentalities and agencies of the Government., Senators

who are members of the Banking and Currency Committee know

full well, becanse it has been there confessed time and time

again that this provision of the bill was simply put in to make

the bill itself constitutional, Strike that out and the act itself

glll be declared an unconstitutional enactment by the Supreme
ourt.

Mr. WILLIAMS. 1 beg the Senator’s pardon. I happen to
know why the provision was put in. I made the suggestion my-
self, and T made it upon the force and strength of the great
decision in the case of McCulloch against Maryland——

Mr, GLASS., Which decided everything.

Mr. WILLIAMS. In which John Marshall said that a fiscal
agency of one of our dual forms of government could not be
taxed by the other, and this provision was not put In to
make the bill constitutional. It was put in to make the bonds
exempt from taxation by the States and the municipalities of
this country.

Mr. GLASS. That provision does not make the bonds exempt.
A specific provision of the act exempts the bonds, and this
provision was put in to make the exemption constitutional;
that is all. Tt was never intended that the United States Gov-
ernment should be pecuniarily responsible for the bonds of these
private corporations.

Mr. FLETCHER. That was the main feature of the law
that these private money lenders and bankers attacked—that is,
the provision for tax exemption—and®its constitutionality was
brought into guestion, ;

Mr, GLASS. Does the Senator from Florida contend that
the United States is morally responsible for the bonds issued
by the joint stock land banks?

Mr., FLETCHER. I do not think there is a legal or moral
responsibility.

Mr. GLASS. Certainly not.

Mr. FLETCHER. But I do say that Inasmuch as the Gov-
ernment supervises and controls the whole system through a
bureau, without raising the question of responsibility, they
ought to stand back of the system.

Mr. GLASS, Does not the Government supervise and control
the entire national banking system of the United States by a
czar here in Washington? Is it in any sense, either legally or
morally, responsible for the obligations of the national banks?

Mr. FLETCHER. The Government generally exercises dili-
gence and makes every possible effort to see that the depositors
in those banks are taken care of. They watch that pretty
closely.

Mr. GLASS. Oh, yes; but from time fo time a national bank
fails. Does the Senator know of one single, solitary instance
in which it has been seriously contended that the Govern-
ment has any responsibility whatsoever for the indebtedness of
such a bank?

Mr. FLETCHER. No; I think the Government is not re-
sponsible in such a case as that. But I want to complete this
statement. When I referred to the statement of the Senator
from Virginia T had in mind his observation yesterday, when
I proposed that amendment allowing the investment of the
capital of these corporations provided for in this bill in farm
loan bonds, as well as Government bonds. The Senator made
some reference to the proposition as being equivalent to a
proposal to make rafilroad bonds eligible as investments for
the capital of such' corporations, to be deposited with the
Federal reserve bank before they could do business and in
the nature of reserves,

Mr. GLASS. I did. I was denying on yesterday, and I am
denying now, that these banks are Government institutions.

Mr. FLETOCHER. But they stand altogether on a different
basis——

Mr. GLASS. I was opposed to the Senator's amendment, of
which he is now speaking,

Mr, WILLIAMS. DMr. President, the stock of these banks
is one thing, and the bonds are another thing. There is not a
man in America who bought those bonds who did not ‘helieve,
and who was not justified in believing, that the Federal Gov-
ernment was behind them. The Senator from Virginia says,
very truthfully, of couse, that the Federal Government never
made good any losses of a national bank to its depositors,
but the Federal Government made good the bonds, which were
the basis of the circulating notes of the national banks, and
was behind those bonds, and therefore indirectly behind the
circulating currency based upon the bonds. When the question
came up in the committee the chairman of the committee talked
to me about it, and asked me how we could secure the exemp-
tion of these bonds from State and municipal taxation. I
called his attention to the great case of McOnlloch against Mary-
land, and told him that John Marshall had based his decision in
that case upon an utterance to the effect that they were fiscal
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agencies of the Federal Government, and therefore the State
of Maryland could not tax the United States Bank, as it was
then called, and that if Congress pronounced them to be a fiseal
agency of the Federal Government, surely no court would
.goﬁbohind its pronouncemenf. That is the history of the trans-
action,

Mr, SMOOT. Mr. President——

The PRESIDING OFFICER. Does the Senator from Florida
¥ield to the Senator from Utah?

Mr. FLETCHER, I yield.

Mr, SMOOT. Mr. President, I doubt very much whether
it is not believed generally by the people of the United States
that the Government is responsible for the issue of the bonds
by the joint-stock land banks, I agree with the Senator from
Virginia that the Government is not responsible, but when I
see these joint-stock land banks advertising in all of the great
papers of this eountry, virtually telling the American people
that the Government of the United States is responsible for the
issue of those bonds, I know that if any failure comes the
losers would immediately say that the Government took no
action at all to deny the advertisements in these great papers.

Mr. FLETCHER, They have no right to advertise in that
way.

Mr. SMOOT, I am aware of that, and I say now, as I said
here a few vears ago, that I think it ought to be stopped. I
think the Government of the United States ought to tell those
joint-stock land banks that they can not advertise as they have
done in the past.

Mr. FLETCHER. I think if that sort of advertisement is
brought to the attention of the Farm Loan Board, the Farm
Loan Board will stop it, because they have control over the
matter of the security back of and the issuing of those bonds.

Mr. WALSH of Montana. I venture to say that the Federal
Trade Commission would have jurisdietion in that case.

Mr. SMOOT. I have in my effice advertisements from all
parts of the country along that line.

Mr. GLASS. May I ask, right at this point, if the conten-
tion here that these bonds are instrumentalities of the Federal
Government, and that the Federal Government is morally bound
to redeem them, is correct, why may not these banks advertise
the fact? Senators want to prosecute them for adyvertising
};he very fact they assert is a fact and which I assert is not a

net.

Mr, SMOOT., I agree with the Senator.

Mr. GLASS. I know, but the Senator from Florida does not
agree with the Senator from Virginia, and he is proposing mow
to prosecute these banks for doing what he says they have a
right to do.

AMr, FLETOHER. I have agreed with the Senator that there
is no obligation on the part of the Government In Tespect to
these joint-stock land bank bonds.

Mr. GLASS. And in respect to the others?

Mr. FLETCHER. And in respect to the others.

Mr. GLASS. If I may intervene right there, the Senator
from Mississippi, who, I am sorry to say, has left the floor,
referred to the faect that the Government is responsible for the
honds of national banks. I eall his attention to the faect that
since the adoption of the Federal reserve system the national
banks no longer have to buy United States bonds, and he ean
not apply his argument to national banks which have been or-
ganized since the passage of the Pederal reserve act.

Mr, NORRIS. I think the Senator ought to include in that
that the bonds he referred to were not the bonds of the national
banks at all,

Mr, GLASS. They were bonds of the United States Govern-
ment., :

Mr. NORRIS. They were bonds of the United States, hence
there can be no application of that argument to them.

Mr. GLASS. The requirement that national banks shonld bny
them as a basis of their circulation was contended by the ma-
tional banks to be a hardship rather than an advantage. 8o
we have abolished that system entirely, under the Iederal
reserve act, and since the adoption of the Federal reserve act, in
1913, no national bank which has been organized has been re-
quired to supply itself with United States bonds. Therefore
the argument falls.

Mr. FLETCHER. I have never contended that either the
Federal land bank bonds or the joint-stock land bank bonds
were obligations of the Government.

Mr. GLASS. Then there is no difference between the Sen-
ator and me.

Mr. FLETCHER. None at all. I was pointing out that the
objection was raised yesterday to my amendment to include
farm loan bonds as a part of the investment of the capifal of

these corporations to be organized under this bill, which they
are required to deposit with the Federal reserve bank, and the
Senator from Connecticut joined with the Senator 'from Vir-
ginla and objected, and the Benator frem Virginia said that
you might as well propose Pennsylyania Railroad bonds, I de
say they stand on a different footing from bonds issued by a
private concern, a railroad or any other private enterprise, be-
cause there is a certain responsibility here on the part of the
Government growing out of the fact that the law gives a
bureau of the Treasury power to supervise and control this
entire system, and out of the fact that the Government, through
the Farm Loan Board, names three directors of every one of
these Federal land banks, permanently and continuously.

There is a certain consideration to be given to that sitna-’
tion, and I am not ohjecting to it. I am willing to continue
that, but I am not willing to perpetuate a board of five directors
in each of these Federal land banks, every one of whom is
named by the Farm Loan Board, while no national farm loan
association, although they own the stock of these banks, hag
a voice in the selection of a single director in a single bank.
That is a situation that is intolerable,

I have on my desk over a hundred letters, from every State
in the Union, from various secretaries and treasurers of farm
loan associations, complaining about that situation and in-
sisting that the farm loan associations owning the stock of
these banks ought to be permitted to exercise the funeflons
prescribed in the original act, and they should. That 18 what
we are trying to accomplish, and that is what we are askinji—
that we go back fo the original act providing that three direc-
tors shall be named by the Farm Loan Board and six directors
be elected by the natlonal farm loan associations whenever
they own a majority of the stock in these banks, and that to-
day embraces all the 12 land banks, 3

I venture to say that three directors who would undoubtedly
be named by the farm loan associations would be those very
capable men, those trained and experienced men, who have
thus far been managing these banks. They will nundoubtedly
be continued in those positions. The president, the viee presi-
dent, and the secretary or treasurer, three of whom at least
have had to do with the management of these banks, will un-
doubtedly be continued as directors by the Farm Loan Board
wherever they are giving satisfaction. Nobody ecan complain
about it or would complain about it. We rather wish that
may be done. As far as I am concerned, I think it ought to
be done. It does seem fo me that if you have three eapable,
experienced men in every one of these banks—the president of
1t and the other two strong men—they ought to be able to con-
vince any six new men you might select as members of that
board that they are discharging their dutles faithfully and well,
and they ought to be able to control that board as to its poli-
cies and as to its operations.

Mr. LENROOT. Mr. President, I would like to ask the
Senator what benefits he thinks would acerue to the stockhold-
ers from the control of the banks by the stockholders?

Mr. FLETCHER. In the first place, we get rld of this dis-
gatisfaction; we get rid of this feeling that the stockholders
are not being fairly and justly dealt with. That would be a
helpful thing—a demonstration that you want to be fair and
just in the conduct of this great enterprise.

In the next place, while I wounld not venture to go Into all
the details of the conduct of the business of these banks, I
can see a good many ways where the stockholders might be
benefited if they had a voiee on the board of directors. I might
mention at the moment there is the matter of dividends. The
stockholders are Interested In the dividends. If these banks
hold back the dividends and do mot pay them out, that is a
question the directors would have some voice in. I am advised
these dividends have been held back in some instances.

Mr. HITCHCOCK. Will the Senator state where that Is be-
ing done? My information is just to the contrary.

Mr. FLETCHER. I can give the Senator the details of that
from letters.

Mr. HITCHCOCK. Will not the Senator do it now?

Mr. FLETCHER. It would take a little examination, and I
have not my files all here now. I have referred to letters, and
I have a hundred or more of them here. Some of them mention
that the dividends are not being paid in the way to give the
benefits to the peaple who are entitled to them,

Then this sitpation has arisen: Here is a national farm-loan
association. One of the members of that association has
failed to keep up his interest payments. Ont goes the word
from the Federal land bank, * We will reccive no more applica-
tions from that association until that default is made good.”
Notwithstanding the fact that the Federal reserve bank has in
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its hands in the form of dividends on the stock that should go
to the national farm-loan association far in excess of the
amount of that default in interest, they stop the business of
the farm-loan association because one member is in default,
although his obligation is indorsed by the whole association
and is a perfectly safe asset. He may have defaulted a few
months in his interest, but there is no danger of any loss, be-
cause the farm-loan association of which he is a member is
obliged to make it good if he does not. In addition to that there
are dividends held by the farm-loan bank to which that asso-
ciation is entitled exceeding the amount of the default, and
still they say, * We will entertain no more applications from
that association until that default is made good.”

That is just an illustration. If the farm-loan associations
were represented on the board of directors they would have
something to say about that situation. That is an answer to
the question as to kind of benefit the stockholders might get if
they were represented on the board of directors.

Mr., HITCHCOCK. Mr. President, the Senator takes the
position that if the farmers were represented and had control
of the board of directors, the board of directors would not
enforce the collection of interest,

Mr. FLETCHER. Not at all; but they would not paralyze
the association until it was necessary to do it in order to secure
tl;e payment that was due and as to which there was no danger
of 1
Mt:":s- HITCHCOCK. Let me ask the Senator if when the
individual is at fault the association is not responsible?

Mr. FLETCHER. Yes; that is what I said.

Mr., HITCHCOCK, Suppose it fails to pay, what would be
done? The bank has to pay the interest on the bonds.

Mr. FLETCHER, The association would pay.

Mr. HITCHCOCK. The Senator was citing a case in which
the association does not pay.

Mr. FLETCHER., The association in that instance was not
called on to pay, as I recollect. It was simply notified that they
would receive no more applications from that association: but
even if the association were called on to pay and did not pay,
if the bank had dividends in its possession belonging to the
association far in excess of the amount due, why should the
business be stopped?

Mr. HITCHCOCK. Does the Senator think the bank should
take that money and apply it upon that loan?

Mr, FLETCHER. Yes: they have the right under the law
to do that very thing.

Mr. HITCHCOCK. To credit that individual with his in-
terest?

Mr. FLETCHER. They can charge that dividend up to any
default by the association. They can protect the bank fully
under the law without destroying the association.

Mr., HITCHCOCK. But the Senator thinks they should not
enforce collection from the association?

Mr. FLETCHER. I think they should, but I think they
ought to be reasonable about it.

Mr., HITCHCOCK., Was it not the very fundamental basis

of the act when we passed it that the strength of it was that if

the individual defaulted the association would pay?

Mr, FLETCHER. Precisely.

Mr. HITCHCOCK. That is what makes the bonds good.

Mr. FLETCHER. There is no risk or danger anywhere; but
to take an arbitrary position with respect to the transaction of
the business of the bank, just because they have the power fo
do it and are able to do it, is a thing they ought not to be per-
mitted to do, and they would not be permitted to do it and they
would not attempt to do it if the farm loan associations were
represented properly on the board of directors, I do not think
that is general, but it has happened.

Other times there are delays, tremendous delays. I have
complaints upon my desk showing that unquestionably that is
true in various parts of the country. It was particularly true
a year ago where farmers made applications, and the applica-
tions were passed upon and there was no question about the
security, but they were simply notified by the bank: * We do not
know when we will get to your application. It may be three
months or it may be six months As soon as we can we will
take it up.” That is not the proper way to treat the people who
are entitled to the facilities and the benefits from the system,
and they would not treat them that way if they had a voice on
the board of directors which runs the affairs of the bank.

Mr. HITCHCOCK. I want to say fto the Senator that the
complaint he makes does not apply at least to the eighth dis-
trict, which bank is located in Omaha. In that district no
such complaints are made, and the associations are overwhelm-
ingly in favor of leaving the law as it is at present.

Mr., FLETCHER. Without any representation on the board
of directors?

Mr, HITCHCOCK. Yes. The association in the eighth dis-
trict is very highly satisfactory. The only interest the members
have in the operation of the bank is the paying of the dividends
upon the stock. They have received in one year 6 per cent, G
per cent in another year, 8 per cent, 10 per cent, and now a
dividend of 15 per cent. They have had a splendid investment
in the stock in the operations of the bank.

Mr. FLETCHER. Well, they ought to have.

Mr. HITCHCOCK. The associations are composed of the
people who have the loans. They are not interested in the
making of the loans.

Mr, FLETCHER. They ought to be receiving new members
all the time. They do not wind up their business in that way.
They require 10 farmers or more to meet and qualify and
organize the association. As soon as they are supplied with
loans that is not the end of the association. They are supposed
to take in other members, and it is supposed to be a going
concern,

Mr, HITCHCOCK. I realize that it is supposed to be a going
concern, but the statistics show that only one-tenth of the
members attend the meetings. They are satisfied when they
have made their loans. All the associations are run by the
secretary-treasurer.

Mr. FLETCHER. Right on that point I will ask the Senator
if he knows of any corporation, any great life-insurance corpo-
ration, any railroad corporation, any banking corporation, any
corporation at all where the stockholders meet and act regularly
upon the business of the corporation. He knows perfectly well
that they elect a board of directors and depend upon their
directors to run the affairs of the corporation. At the annual
meetings the stockholders rarely attend in person. They are
generally represented by proxies.

Mr. HITCHCOCK. I am now talking about the annual meet-
ing of the stockholders where the directors are supposed to
be elected. The statistics show that only one-tenth of the mem-
bers attend. Why? It is because they are satisfied with the
way things are going and are satisfied with the dividends. They
have their loans and have not any further interest in the
matter.

Mr. FLETCHER. I think the Senator underestimates the
interest which the members of the associations take generally
in their organizations. I can see perfectly well how there is
no occasion for the members to go great distances to attend a
meeting of the National Farm Loan Association when they have
elected directors and a secretary-treasurer to look after it.

There is another rule of the Farm Loan Board which has
been laid down and for which I can find no authority in the law.
That is, that members are not allowed to vote by proxy at the
meetings, Under the national banking act they are expressly
given the right to vote by proxy. Under the various other or-
ganizations it is my understanding they can vote by proxy.

Mr. HITCHCOCK. Is not that due to the fact that the law
does not allow a man to sell or hypothecate his stock? He can
not assign it, but must hold it in person.

Mr. FLETCHER. 1 do not think that has anything to do
with it. Why can not the members of the farm loan associa-
tions, scattered over a great area, long distances from head-
quarters, say, “ Here, Mr. Secretary-Treasurer,” or anyone else,
eliminating the officers and designating some one else, “ go and
attend that meeting. Here is my proxy. Represent me at that
meeting” ? Why can they not be allowed to do that? There
is no law against it, nor is there any law upon which a regulu-
tion of that kind can be based. Why should the Farm Loan
Board lay down the rule that proxies are not allowed in the
meetings and that the members must personally attend the meet-
ings in order that the business may be transacted?

That is just one more thing which is an illustration of the
domination of the whole system by a politically appointed board
here in Washington. I think it is not a satisfactory situation,
and I can see perfectly well how the farmers all over the coun-
try should feel as they do about it. I have not had the time to
examine all these letters. I have checked over the general effect
of them. I do not gquestion the Senator's word as to what has
taken place in Nebraska.

They are having a very successful organization there and
doing good business, but I remember some time ago when the
matter was up the Senator said everything was perfectly
satisfactory out there and I produced a letter from one of the
secretary-treasurers representing a farm loan association which
was a member of that bank, and at the time that letter did not
agree with the Senator’s view. Now here is the letter which I
just happened to run across from Farnam, Nebr., from the
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secretary-treasurer of the Farnam National Farm Loan Asso-
ciation. He writes me ag follows:

If there is anything the farmers do want, 1t is freedom from political
eontrol, and this Is especially true of this loan system. It ds %
more popular every day as he;tget to see the advantages of it, and
geems a shame it can not be left unchanged.

That is, he opposes any ckange in the original act, and thls
.amendment simply proposes to take us back to the original law.

I have no doubt I could show plenty .of simlilar letters,

Alr. LENROOT. Mr. President, will the Senator yield?

Mr. FLETCHER. Certainly.

Mr. LENROOT. I would like to ask the Senator if the
primary object and purpose of the law was not to afford money
to the farmer, upon the terms laid down in the law, at the
lowest possible rate?

Mr. FLETCHER. Yes; I fhink so.

Mr. LENROOT. That was the primary purpose and object
-of the law?

Mr FLETCHER. And on terms adapted to the needs of
agriculture.

Mr. LENROOT. Now, ought not the test of the action upon
this amendment to be just this: Will the farm loan bonds, if
the management be under the local association, be as attractive
an investment and will they carry as low a rate of interest as
‘they are carrying under the present system?

Mr. FLETCHER. I think so. :

Mr. LENROOT. If any Senator believes otherwise in
interest of the farmer, is it not his duty to vote to continue the

resent system?

v Mr, FIs?ETCHER. Of course each Senator can pass on that
to suit his own conscience and judgment. My judgment is that
the bonds would be every bit as good in the market and the
whole system would be just as thorough and Jjust as good when
the national farm loan associations have the voice that the law
originally prescribed they should have, namely, to elect six
of the directors of the bank, leaving the farm loan association
to ‘name three, as obtain under the ‘temporary organization
when the Farm Loan Board appointed a board of five directors
as now. 'The intimation is the national farm loan associations
are borrowers, and fhe borrowers ought not to elect directors
in these banks. I submit that these borrowers have their homes
and evervthing they possess at stake. They are vitally inter-
ested in seeing that the bonds are Tully secured, the affairg con-
dueted ‘in an honest and efficient manner, and that the system
‘be a pronounced success in every detail. There is no comparison
between thelr interest and their responsibllity and the interest
or obligation of five political appointees named by a bureau in
Washington. ;

Mr. WALSH of Montana. I think the answer to ‘the ‘ques-
tlon addressed to the Senator from Florida by the Senator from
Wisconsin is tested by the rate of interest which the original
issues bore prier to 1918,

Mr. FLETCHER. I had referred to those,

Mr. WALSH of Montana. Those were issued under the law
then existing, which contemplated that as soon as $100,000 capi-
tal was subscribed by the association, the association should
control two-thirds of the directors. I do not remember that
there was any difficulty about negotiating the bonds mor that
they were obliged to pay any exorbitant rate of ‘interest upon
them.

Mr. FILETCHER. The bonds sold readily, I sald a few
moments ago they were sold when the purchasers knew pre-
¢isely what the law provided respecting the permanent organi-
wation of the banks, which, if the law had been put into opera-
tion, would have given long ago gix directors chosen by the
National Farm Loan Association and others by the Farm Loan
Board in each Federal land bank.

Mr. NORRIS. Speaking from recollection only, I think the
rate of interest on those bonds was a little less than it has
been under the new management. There may be other causes,
of course, but my recollection 1s that they were 4 per cent
bonds straight. I may be wrong.

Mr. FLETCHER. T think there is no sort of foundation for
any notion that the bonds would not have the confidence of the
public and be just as salable on the market at as low a rate
of interest under the management prescribed by that act as
under this temporary management, and my judgment is they
ought to be better. They ought to be safer. The temporary
management is a part of the purely political management of
the entire system.

No political appointees can be as vitally concerned and have
as much at stake as the men who are directly related to the
business involved, and =il they have depends practically on
the success of the whole enterprise.

Mr. McLEAN. Only yesterday a gentleman spoke to ma
about that very point. He sald, “I intended to buy some of
those bonds, but if the control is going to be taken out of its
present hands I ghall not buy them.™

Ar. FLETCHER. Of course, he may have had some pur-
.bpose in making that -statement. There will be no lack of

uyers. 5

Mr, McLEAN. Investors are pretty sensitive. That is why
I am opposed to the amendment. I do not see any meed for it
The Senator from Florida knows that the meniber of the Fed-
reral Farm Loan Board who appeared before the committee
testified that the minute a ‘member of an association obtained
his loan he lost all interest in the association and that he could
not be induced to take any further interest in it. I think
that is true to a large extent. ‘Out of the membership of
Afarm loan associations throughout the United States the Sena-
tor from Florida may have received 100 letters.

Mr. FLETCHER. Such letters are .coming in every day, a
dozen or more of them a day.

Mr. McLEAN. I know that some gentlemen who represent
the agricultural interests of the country seem to be intensely
interested in this matter. That is their business. They are
good men; they draw large salaries, and when they get one
bill through in the interest of the farmer 'they must have
another pending at once or they will be out of a job. I do mot

/| eriticize them; they mean well, and many of them are fine

men; but they have got .to have something to propose all the
while, So as soon as we pass one bill on comes ‘another. It
is very easy for those men, representing various asseciations,
to accumulate a large number of letters such as the Senator
from Florida has received. I do not know that the men to
whom I have referred are responsible for them, but it is
easily done.

Now I wish to say to the Senator from Florida that the
member of the Federal Farm Loan Board who appeared before
the committee testified that he did not belleve we could get the
associations to take the interest which they ought to take in
order to appeint directors; that the selection would be left to
some politician In the distriet, who would work the thing up;
that the real farmers did not care anything about it; and I
think he was right in reference to that.

Mr. FLETCHER. In reference to the observations of the
Senator from Connecticut, I desire to say that no farm bureau
is back of these letters. I have been receiving inguiries from
various farm-loan associations in different parts of the country
with regard to legislation which is pending here. Of course,
they are interested in that subject. The letters came in sunch
quantities that I could mot answer in detail every single letter
which came to me, so I prepared a kind .of circular letter which
was an answer, as I saw it, to inquiries as they were put to me.
I manifolded it, and I sent it out. 'Other letters and sugzes-
tions have come in response to my letter. That, however, has
nothing whatever to do with the matter. The Senator from
Connecticut can ascertain, if he desires to do so, or I can fur-
nish him proof, that the national farm-loan associations desire
representation on the boards of directors of the Federal land

.banks,

Mr. McLEAN. Right there I will say to the Senator from
Florida that I think the wise solution of this problem sould be
to give the associations twe directors and let three of them re-
main appointees of the Federal Farm Loan Board. I think the
majority should be appointed by the board; but I am perfectly
willing that the farmers, if they desire representation, shounld
have it. The Senator's amendment, however, goes too far; it
proposes to give six directors to the associatiens and that only
three shall be retained by the board.

Mr. FLETCHER. Going back a Mttle further than the pres-
ent situation, I desire to say that when the act was originally
framed it was provided that the permanent organization should
consist .of nine directors for the Federal land banks, three to
be named by the Farm Loan Board and six to be selected by
the national farm loan associations. I do not gee why that is
not the right number. I kmow that during the pressure follow-
ing the decision of the Supreme Court of the United States the
Farm Loan Board complained about the inadequacy of their
force In disposing of the business that had been put up to them.
I think the Federal land banks need mine directors instead eof
five, and I think they ought to have nine directors,

Then, as to the control, even when the system was in its in-
fancy the original act provided that whenever $100,000 worth of
the stock in any one of the Federal land banks should be owned
by national farm loan associations the permanent orgamnization
should then Iimmediately take place and -those associations
should then select six directors. The amendment provides that
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when a majority of the stock is held by the natienal farm loan
associations the permanent organization shall take place. I
modifies the original act to that extent. ;

Mr. McLEAN. A change has not been made, because experi-
ence has shown that the temporary management has been so good
and so satisfactory that the probabilities are if we undertake to
improve upon it we shall make a mistake.

Mr. FLETCHRR. No; I do not think that follows at all
One reason, at least to my mind—and I am going to defer to the
Senator from Montana [Mr, WarLsa] as to that—is that there
is not a single land bank of which the national farm loan &sso-
ciations do not own a majority of the stock.

However, Mr. President, I have dwelt longer than I intended
on this gubject. I kmow the Senator from Montana has ex-
amined it very thoroughly; it is his original proposal; and I
am not going to take up much further time. The fact is that
the interruptions have rather interfered with the logical order
of the remarks which I intended to make and hayve consumed
more time than I feel was warranted.

1 might, however, allude to just one other thought with
reference to the farm loan associations as to which I have
not yet sald anything. I refer to the first section of the pro-
posed amendment which provides that the National Farm Loan
Associations shall be permitted to use not exceeding $25 a year
of their funds in furthering their own welfare by establishing
umions or assemblies or holding meetings or eonventions or
deing whatever they may see fit to do in looking after their
interests. They need to look after those interests. They are a
long way from Washington. Proposals are being made at
various times affecting the farm loan act and the system gener-
ally. They need somebody to keep them informed about what
i going on here and to advise them with reference to these
various moves, There is a proposal now being presented which,
if agreed to, would destroy the tax-exempt feature of their
bonds. Situated as they are in remote portions of the country,
they are not prepared to oppose that sort of movement, and yet
the movement is inspired from purely selfish motives, in my
judgment. It is a matter of vital importance to the National
Farm Loan Associations. The provision in the first paragraph
of the amendment would enable them to make this expenditure
for the purposes indicated. I think they, perhaps, have the
right to do it now; but their right to do it has been questioned
by the Farm Loan Board., I think the Farm Loan Board made
a mistake; that they ought to welcome the cooperation and en-
thusiastic interest of every farm loan association in this coun-
try ; but their effort seems to be to shackle the farm loan asso-
ciations. The farm loan associations embody the cooperative
principle of the act; the whole system is founded upon the
National Farm Loan Associations. They represent the purely
cooperative spirit behind the legislation, and they ought not to
be destroyed; they ought to be stimulated; they ought to be
encouraged ; they ought to be helped everywhere.

Not only was it my contemplation that they should con-
stitute the basis of the system in connection with their finan-
clal operations but that they might be the nucleus around which
cooperative organizations generally might be formed by those
engaged in agriculture, o ons looking to cooperative
marketing, cooperative distribution, civic improvement, and
various other movements affecting the welfare of the people of
the country, tending to make life more attractive in the rural
sections, and promoting their advantage and benefit in wide
fields which concern their daily life.

The national farm-loan associations are important. They
themselves ought to be able to cooperate and organize in a way
that would protect their interests, and in that way protect the
welfare of the varions communities in which they exist.

Mr. President, I will not take any further time. As I have
said, T know the Senator from Montana is familiar with this
gquestion, and I hope he will discuss it.

Mr., WALSH of Montana. Mr. President, the amendment of-
fered by the Senator from Florida consists of two distinet
paragraphs, apparently unrelated to each other, and yet, as the
discussion develops, it will be perceived that there is a principle
common to both of them. The first paragraph provides that
farm-loan associations may devote of their general funds a
sum not to exceed $25 annually to meet the expenses of member-
ship in a national association of farm-loan associations.

When this law was in its infaney and the bill was before
Congress for enactment, those who were its friends felt that it
was the most important experiment in cooperation, It was be-
lieved -the cooperative principle was the correct principle upon
which a Federal farm-loan law should be enacted. It was be-
lieved that the farm-loan associations would be cooperative in
charaeter and that the land banks would be cooperative banks,
owned by the local associations representing their farmer mem-

bers. No one can doubt that that was the purpose of the
framers of the law; and that eventually the operations of the
land banks, as well as of the associations themselves, would be
controlled by the farmer stockholders. That there would be
common interests between the various land banks and between
the various members of the association, of course, is entirely
obvious. They are interested necessarily in the law itself, in
the administration of the law, and, more particularly, in the
numerous amendments which from time to time Congress is
asked to enact to the law.

Having this matter in mind, a number of the associations
and persons more or less directly interested in their welfare
organized what was known as the National Union of Farm Loan
Associations, with headquarters in the eity of Washington. It
was an organization through which the wishes and desires of
the members of the local associations counld find expression.

It was an organization through which the Congress could
learn what the various members were thinking of in connection
with this legislation and with the enforcement of it. Quite a
number of these local associations were desirous of becoming
members of the union, which reguired the payment of annual
dues to the amount of $10 per year. They were desirgus of
becoming members of the association and of contributing to i3
treasury, for the purposes indicated, that small sum of money.
The Farm Loan Board, however, frowned upon this organiza-
tion and lent it no encouragement. They even went so far as
to send out a notice, circular in nature, carrying plainly an
intimation that the devotion of even such a small sum as $10
per year toward the expenses of this organization would be
regarded by the Farm Loan Board as a misapplication of the
funds of the association which would subject the officers au-
thorizing it to prosecution criminally for embezzlement or some
related offense.

The pertinent provision of the law is found in section 7 and
reads as follows: "

The reasonable expenses of the secretary-treasurer, the loam com-
mittee, and other officers and agents of national farm-loan association
and the salary of the seeretary-treasurer gshall be paid from the gener:
funds of the assoclation, and the board of directors is authorized to
set aside such sums as it shall deem requisite for that purpese and for
other expenses of said assoclation.

It would, I think, require no very liberal construction of the
statute to which I have referred to justify the making of these
payments, notwithstanding the Farm Loan Board felt impelled
to take the course which I have indicated; and consequently
express authority for making these expenditures is asked by the
first paragraph of the amendment offered by the Senator from
Florida.

Mr. President, that simply indicates the disposition concern-
ing this matter which is also made manifest in the other para-
graph of the amendment offered by the Senmator from Florida,
to which T shall presently address myself. The idea is that
these people ought not to be permitted to handle this business
for themselves; that the whole institution, instead of being
cooperative in its character, as was contemplated at the time
the law was passed, should be paternalistic in character; and
that their interests should be taken care of by the Farm Loan
Board here in the city of Washington, who could manage their
business for them very much better than they could themselves.
They wanted to get together in the form of a national associa-
tion so that they could confer together conveniently and effec-
tively, but the Farm Loan Board apparently thought that was a
very unwise thing to do, and consequently, as I say, put its
ban upon the expenditure.

I do not think that feature of the matter needs any further
consideration. I entertain no doubt that the Congress will be
very glad to allow this trifling expenditure for the purpose
indicated. .

The other matter, however, is one of some very considerable
consequence., As I have indicated, the law was enacted as an
expression of the cooperative principle. If it had not been
thought that that was a wise principle upon which to enact the
legislation and to found these institutions, we would have
adopted some other plan. It will be recalled very well that at
that time it was proposed that the Government itself should
loan the money direetly to the farmers or through some such
intermediate agency as the bank, the thing having no coopera-
tive features whatever; but no one really gave very great sup-
port to that idea. The eooperative principle was regarded by
all as the correct principle upon which the institutions were to
be founded. Accordingly the law provided that each one of
the local associations should be obliged to subscribe for stock
in the land banks to the extent of 5 per cent of their eapital
stock, respectively., The Government set the institutions going
by providing the Initial capital, required by the law to be not
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less than $750,000, the provision of the act with respect to that
being as follows:

That every Federal land bank shall have, before beﬁnm business, a
subseribed cngital of not less than 3750.060. The eral Farm Loan
Board is authorized to prescribe the times and conditions of the pay-

ment of subscriptions to eapital stock.
L] - - - - -

Stock owned by the Government of the United Btates in Federal land
banks ghall receive no dividends—

And so forth.

In view of that situation, the Government of the United States,
providing the initial capital, it was provided, and very properly
provided, that the Government of the United States, having pro-
vided the capital under which the banks were to operate, should
have control of the board of directors; and so it was provided as
follows :

Each Federal land bank shall be temporarily managed by five directors
a) ?ointed by the Federal Farm Loan Board. BSald directors shall be
citizens of the United Btates and residents of the distriet.

They conducted the business of the bank when it began its op-
erations, but it was further provided as follows by the same sec-
tion—section 4:

After the subscriptions to stock in any Federal land bank by national
farm loan associations hereinafter authorized shall have reached the
sum of §100,000 the officers and directors of sald land bank shall be
chosen as berein provided and shall, upon becoming duly qualified, take
over the management of said land bank from the temporary officers
selected under this gection,

How were those officers to be selected? The next paragraph
prescribes:

The board of directors of every Federal land bank shall be selected
a8 hereinafter specified and shall consist of nine members, each holdin
office for three years. 8Six of said directors shall be known as loca
directors, and shall be chosen by and be representative of national farm
loan associations; and the remaining three directors shall be known as
district directors, and shall be agpointed by the Federal Farm Loan
Board and represent the public interest.

Bear in mind, the Government of the United States provides
$750,000 of the capital, and when the capital thus subscribed by
the Government is retired to the extent of only $100,000 the tem-
porary arrangement is to cease, and the control is, as indicated,
to pass to the subscribing associations. Under that law all of
the bonds of these associations were issued until we got into the
war, when the bond market was in such a situation, in view of
the fact that the Government was putting out its Liberty bond
issues and that kind of thing, that it was deemed inadvisable to
offer in the market these farm loan bonds, and a law was passed
authorizing the Government of the United States to subsecribe for
the bonds of the farm loan banks to the extent of $250,000,000.
That was the act of January 18, 1918, the pertinent provision
reading as follows:

The Secretary of the Treasury Is further authorized, in his discre-
tion, upon the uest of the Federal Farm Loan B from time to
fime during the fiscal years ending June 30, 1918, and June 30, 1919,

ively, to purchase at par and accrued interest with any funds
in the Treasury not otherw appropriated, from any Federal land
bank, farm loan bonds issued by such bauk.

Such purchases shall not exceed the sum of $100,000,000 in either of
guch fiscal years. Any Federal land bank may at any time repurchase
a; par and accrued interest for the purpose of redemption or resale any
bonds so purchased from it and held in the 'I‘rens’t‘:erg.

The bonds of any Federal land bank so purcha by the Secretary
of the Treasury, and held in the Treasury under the provisions of this
amendment one year after the termination of the pending war, shall
upon 30 days' notlee from the Secretary of the Treasary, be redeemed
or repurchased by such bank at par and acerued interes

Now:

The temporary organization of any Federal land bank as provided in
section 4 of said Federal farm loan aet shall be continued so long as
any farm loan bonds purchased from it under the provisions of this
amendment shall be held by the Treasury, and until the subscriptions
to stock in such bank by national farm loan associations shall equal
the amount of stock held in such bank by the Government of the
United States.

Accordingly, by virtue of the provisions of this act, the tem-
porary organization of these land banks was continued so long
as the Government should hold any of these bonds. The land
banks were given the opportunity to eall in these bonds; but so
long as the land banks are controlled by six directors appointed
by the Farm Loan Board these bonds will not be repurchased,
nor will they be called in until, of course, the Farm Loan Board
gets ready to have them called in. Now, it is perfectly well
understood that the Farm Loan Board does not want the con-
trol of these land banks to pass into the hands of the associa-
tions. 1t wants to control these land banks itself, to seleet six
of the directors of the banks, who, of course, will be obliged to
conform their policy to the policy of the Farm Loan Board.

It is also here provided, as will be observed, that the control
of the Farm l.oan Board shall continue not only until these
bonds thus held in the Treasury are disposed of, but also as
long as the Government of the United States remains the owner
of as much as one-half of the stock of the land banks. Ob-

serve the original law provided that the control should pass
inte the bands of the associations when the amount of the
stock owned by the associations was $100,000. If the stock
was $750,000, by this amendment the temporary organization
would continue until the associations held not only $100,000 but
one-half of $750,000, namely, $375,000; and that feature, Mr,
President, is continued in the amendment offered by the Sena-
tor from Florida. That is to say, by the amendment offered by
the Senator from Florida the law is made more unfavorable to
the associations than was the original law itself under which
the original bonds were issued.

Something was said about whether these bonds could be
sold at as low a rate of interest if the law were changed.
Why, Mr. President, as has been disclosed here in the course
of the debate, the original bonds issued by these farm loan
banks under this law which gave the associations control of the
affairs of the banks when they were the owners of only
$100,000 of the capital sold readily upon the market, and at
rates of interest that were entirely satisfactory and as low as
they ever have been sold; but it is not proposed to go back
to that, Tt is not proposed to go back and to pass control of
these banks to the associations until at least $375,000 of the
capital is subscribed by these associations. What is the situa-
tion with respect to this stock? The last report of the Farm
Loan Board which is available to me is that returned to the -
Congress under date of January 7, 1922, by the Secretary of
the Treasury. It is there disclosed that the Government of the
United States originally subseribed for stock in these land
banks to the amount of $8,892,130, and that there has been re-
tired of that stock $2,203.360, leaving the Government of the
United States now the owner of $6,598,770 of that stock, the
retirement having taken place under this provision of the law,
namely :

After the subscriptions to capital stock by national farm loan asso-
ciations shall amount to $750,000 in any Federal land bank said
bank shall ﬂp‘iiy semiannually to the payment and retirement of the
shares of stock which were issued to represent the subseriptions to
the original capital 25 per cent of all sums thereafter subscribed
to capital stock until all such original capital stock is retired at par.

That is to say, Mr. President, it was contemplated in the
original act that the associations should eventually absorb the
stock originally contributed by the Government. How much
of this have the associations contributed? The same report
shows, as I have indicated, that the Government now owns
of the stock of these land banks $6,598,770 and that the na-
tional farm loan associations own $21,109,215, and it is pro-
posed to continue this arrangement, under which the owners
of six millions of stock have six representatives upon the
board of directors and the owners of twenty-one millions of
stock have but three.

It is said that that is a good arrangement; that is to say,
the Government of the United States ought to remain in the
control of these banks; that we ought to abandon altogether
the cooperative principle; that it is not sound; that we can
not trust to the operation of the cooperative principle, and
that we ought to adopt the paternalistic idea of the Govern-
ment running and controlling these banks through its con-
trol of two-thirds of the directors of the banks.

I know there are many people who do not believe that the
people of the United States are wise enough to govern them-
selves. There is a school of statesmen in this country who
are convinced that our system of government is not founded
upon sound principles, that the people generally are unaware
of what is for their best interests, and that there is some class
of people in the country who, by reason of education and
general intelligence, ought to be intrusted with the manage-
ment of their affairs. I do not believe that is a sound prin-
ciple.

1t is said that the farmers are not bankers. Of course that
is true, and I do not suppose there is one in a thousand of
the farmers who belong to these farm loan associations who
believes that he is competent to run the business of a Federal
land bank; but I doubt if you can find one of them who is
not perfectly confident, as I am confident, that he is perfectly
able to select some man who is competent to run them. As has
been indicated, that is the principle upon which our whole
Government is based.

The State governments have become great big business in-
stitutions. A man is obliged to consult his own individual
financial interests every time he casts a vote for the governor
of his State, or for the State officers, or for members of the
legislature of his State. Why shonld he not be as competent
to select a man as director of a Federal land bank? 1 simply
want to add this statement, that there is no man, I believe,




1923.

CONGRESSIONAL RECORD—SENATE.

1937

who is so well competent to take care of his own business as
the man who has his money invested in that business.

Mr, KING. Mr., President, I am very much interested in
the viewpoint of the Senator, but I inguire for information,
first, is it not a fact that the strength of the land banks has
rested largely upon the conception of the people that they were
controlled by the Treasury Department, through proper agen-
cies, and by reasen of the selection of men of profound knowl-
edge upon fiscal and banking affairg?

Another question; if that view is conceded, if a different
policy is executed, and the views of the Senator prevail, and
the banks ‘are put largely, if not wholly, under the control of
the owners ‘of the stock, will there not be a diminution of the
confidence of the people in the business integrity and stability
of these institutions?

Mr. WALSH of Montana. I can only answer, as Patrick
Henry said, in the light of experience. Our experience in the
matter, when it was not deubted that they were going to have
control of the banks in accordanee with the provisions of this
lav, when they became the owners of only $100,000 of capital,
clearly demonstrates, to my mind, that that view is not correct
and that there was no apprehension in the public mind of the
solvency of these institutions er of the manner in which they
would be conducted. It will be borne in mind, in the first
place, that the Farm Loan Board was constituted by the act as
a general supervising agency over the whole thing, every mem-
ber of which is appointed in accordance with the provisions of
the Constitution—by the President, and confirmed by the Sen-
ate. They are the supervising agency.

Quite nafurally and quite reasonably, the directors of the
banks, the managers of the banks, will consult with the board,
and generally, if they can, conform their policy to the policy
of the Farm Loan Board. In the second place, one-third of
the members of the board of directors of the bank, even when
the Government of the United States does not own a dollar of
the stock in it, are appointed by the Farm Loan Board, the
other six members being appointed by the associations, and it
was believed at the time the act was passed that that would
be assurance enough to the investor that the Government of the
United States would exerecise a careful supervision and control
over the operations of the banks.

Mpr. President, that leads me to the subject of the moral
obligation of the Government of the Unitefl States in this mat-
ter. Of course, no one contends that there is any legal obliga-
tion upon the United States, so far as the bonds of these land
banks are concermed, but it is said that in some way or other
there is a moral obligation upon the Government of the United
States. Upon what basis is there a moral obligation upon the
United States? These bonds are the bonds of the land banks,
the stock of which is entirely owned by these loeal private
associations who will eventually control the corporation and
its destiny, the capital originally contributed by the United
States, and eventually displaced by the subscriptions of the
various associations.

The Government of the United States, at the time this law
was enacted, expressly declared its purpose, by the very form
of these instruments, not to make them the obligations of the
Government of the United States. Every man who bought the
obligations knows, if he knows anything, that they are not
obligations ,of the United States and do mot on their face pur-
port to be obligations of the United States any more than na-
tlonal-bank currency is an obligation of the United States.

Under those circumstances, where does the obligation of the
United States, from a moral standpoint, come in? As has been
indicated, they stand exactly upon the same footing as the notes
of a national bank. The Government of the United States
assumes no obligation whatever in respect to the currency thus
issued by the national banks under the original national bank
act.

They are secured by bonds deposited with the Comptroller
of the Currency, but if those bonds shall be depressed in value
so that they will not realize the face of the currency, that is
the loss of the man who takes the national-bank bill. The
Government of the United States assumes no liability in the
matter at all. But if the Government of the United States
should pass a law by which it should assume the right to ap-
point six directors of a national bank out of nine, and thus con-
trol the bank, it might very reasonably be said that the Govern-
ment of the United States is under a meral obligation in con-
nection with it.

So, Mr. President, in this matter, when the occasion for the
law of 1918 has entirely passed and the Government of the
United States still insists upon controlling these banks, whether
their control is satisfactory to the members of the association
or not, it may very justly be said that the Government of the

United States becomes morally obligated for the payment of
the bonds issued by that bank.

It is said also in this connection that the present manage-
ment has been excellent; that it is entirely satisfactory to
the great majority of the associations who are members of
it. That, happily, is true. They have been very admirably
conducted. They have been conducted by directors chosen from
the various distriets within which the banks do business. But
what reasen is there for supposing that if the members of the
associations were permitted to select the directors, instead of
their being appointed by the Farm Loan Board, they would not
elect the very directors who have been appointed and who have
go ;qzcceasfuuy conducted and managed the business of the

an

It is a common thing for stockholders in a corporation which
has been successfully managed to reelect the directors year
after year. Ordinarily, the stockholder is interested only in
getting his dividends. If he gets his dividends he is satisfied
with the management, and he reelects the directors, Take the
Omaha district. I think it not at all unlikely that if the stock-
holders in the Omaha Land Bank were permitted to vote for
directors in that bank in all probability they would reelect
most of the men who have served so admirably under appoint-
ment by the Federal Farm Loan Board.

The fact that the thing has worked successfully under the
appointments made by the Farm Loan Board does not by any
means demonstrate that it would not have worked suecess-
fully under the original law.

Mr. McLEAN. Mr, President——

The VICE PRESIDENT. Does the Senator from Montana
yield to the Senator from Connecticut?

Mr. WALSH of Montana. I yield to the Senator.

Mr. McLEAN. I have just been informed that the committee
of the House, which has had this bill under consideration for
three weeks or more, and considered this proposition very care-
fully, has received communications from 1,400 of the farm-loan
associations objecting to the proposed change.

Mr. WALSH of Montana. What does that signify? .

Mr. McLEAN. It signifies that they are intelligent men, ex-
ceedingly well satisfied with the situation as it is, and very
apprehensive that the amendment offered by the Senator from
Florida is objectionable and nnwise.

Mr. WALSH of Montana. Does the Senator know how many
farm-loan assoclations there are?

Mr. McLEAN. There are about 4,100,

Mr. FLETCHER. Then may I interrupt the Senator from
Montana, to say that I will venture that not a single one of the
people who wrote had the measure before them to pass upon at
all?

Mr. WALSH of Montana. No; they did not know anything
about it.

Mr. FLETCHER. What they probably did was to write in
favor of another plan, dnd not this one.

Mr. McLEAN. That is not my information.

Mr. FLETCHER. I have never sent out this plan to anybody.

Mr. WALSH of Montana. What they had in all probability
was the idea that the present arrangement has been successful,
and they are entirely satisfied with it.

Mr. NORRIS. I would like to ask the Senator, because he
probably knows and I think it would throw some light on the
question, whether the bill which the Senator from Montana in-
troduced in the Senate, and which is embodied in the amend-
ment that is now pending, has been introduced in the House?

Mr. WALSH of Montana. The Senator from Florida [Mr.
FrercHERr] has given the history of it. I have no knowledge that
it ever was Introduced in the House. I introduced it in the

‘ Senate nearly two years ago. I sought to get a hearing on it.

It was referred to a subcommittee and something like a year
ago I appeared before the subcommittee, but so far as my in-
formation goes no report has ever been made.

Mr, NORRIS. The Senator misapprehends the object of my
inquiry, which was to ascertain whether the replies of which
the Senator from Connecticut spoke refer to this particular
measure? If it has not been introduced in the House it could
not have been this measure abeut which they were writing.

Mr. McLEAN. The proposition has been agitated for two
years or more and members of the association thoroughly un-
derstand it, and there are some of them who are in favor of it.

Mr. WALSH of Montana. I question the right of the Senator
from Connecticut to speak for the associations.

Mr. McLEAN, The Senator may do that, but——

Mr. NORRIS. I am rather inelined to believe that the in-
quiries which came to the House committee had reference to a
bill that was pending there which sought to make a change of
a different kind from this. The same thing was referred to here
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in the letter which was read in part by the Senator from Florida
emanating from Farnam, Nebr. The writer asked the Sena-
tor from Florida to prevent the change, if possible, but he had
reference to an entirely different proposition from the one which
is pending here, That was a proposition that I know was pend-
ing in the House.

Mr. FLETCHER. He had reference to what is known as the
Strong bill in the House, which proposes that the farm-land
banks name three directors, the national association name three,
and they agree upon a seventh, and if they are not able to
agree, the farm-land commissioner shall name the seventh.

Mr., NORRIS. That is a matter that has been agitated, and
I wondered whether it was not the one to which these replies
referred?

Mr, McLEAN. The thing that has been agitated is the ques-
tion of control of the system.

Mr. NORRIS. That gives control of the system.

Mr, McLEAN. The question has been agitated. The Senator
from Montana may question my right to express the views of
the association. 1 was merely repeating the view of a Member
of the House committee who communicated it to me, which
was that they did understand the situation and that they are
opposed to any change.

Mr. WALSH of Montana. That needs a little explanation.

Mr. McLEAN. That may be, I think it would be proper that
the association should choose a minority of the directors.

Mr. WALSH of Montana. Did the Senator vote for the bill
as it originally stood?

Mr. McLEAN. Oh, yes; I voted for the bill and heartily
advocated it.

Mr. WALSH of Montana.
changed his mind about it.

Mr. McLEAN. I do change my mind frequently. As I said
the other day, some men learn from their own experiences
and nothing else, and some learn from the experience of others.

Mr. WALSH of Montana. What experience has the Senator
had that led him to believe it was unwise to carry out the
original plan?

Mr. McLEAN. The operation of the system has been so
successful and satisfactory to everyone that I believe as long
as the Government extends the nontaxable privilege to the
bonds, and as long as there is a general understanding that
there is an obligation on the part of the Government to save
them from depreciation or loss, it is the duty of the Govern-
ment and in the interest of the farmer to have the system
condueted under the present management, or at least permit
the Government to be represented by a majority of the di-
rectors.

Mr. WALSH of Montana. I do not want to enter into a
discussion with the Senator on that subject. I merely want
to conclude by saying that if we are to adopt the policy
advocated by those who are opposed to the amendment, what
we ought to do is to modify and amend the original law to
conform to it and to provide that hereafter the directors of
the Federal land bank shall consist of nine members, six
of whom are to be appointed by the Farm Loan Board, and
* not resort to the subterfuge—and that is all it is—of con-
tinuing in force the law of 1918 to the effect that so long as
the Government of the United States shall hold any of these
bonds the temporary organization shall be continued.

Mr. McLEAN. If we amend the law, let us not go to ex-
tremes that are indefensible,

Mr. WALSH of Montana,
that.

Mr. McLEAN. That is what the amendment would do.

Mr. WALSH of Montana. It is simply a question as to
whether this is an extreme or not when we make it even
better, so far as the view of the Senator is concerned, than
the original law itself.

Mr. McLEAN. The joint-stock land-bank bonds, I under-
stand, are selling below par. They have the same tax ex-
emption. These banks are under private management.

Mr. WALSH of Montana, That ig, I understand the Senator
to say now, that the farm-loan banks, controlled by directors ap-
pointed by the Farm Loan Board here in Washington, are con-
ducted more suceessfully than the joint-stock banks, the directors
of which are elected by the stockholders of the banks.

Mr. McLEAN. I know that the bonds are selling for less,
and we might have the same result with regard to these instru-
ments if we changed the management, and I think the investors
in the country would agree with me.

Mr, WALSH of Montana. Conditions under which the bonds
of the joint-stock banks were issuned are quite different from
conditions under which the bonds of the land banks are issued,
and it might easily be that the latter would command a better

The Senator then must have

I agree with the Senator about

price in the market without any reference whatever to the
relative efficiency of the management,

Mr., FLETCHER. May I interrupt the Senator to suggest
that the joint-stock land banks are conducted for profit by in-
dividuals, where the Federal land banks are founded upon the
cooperative principle, which is absolutely based upon the na-
tional farm loan associations exercising their proper functions,
and that is the reason why the Federal land banks can offer
their securities and get a better price for them than the others.

Mr, WALSH of Montana. In line with that and in conclusion
I want to say that no purchaser of bonds that have been issued
since 1918 ean imagine for a moment that the law of 1918 is go-
ing to be the permanent policy of the Government of the United
States with reference to these matters. It is on its face a tem-
porary expedient. The Government of the United States during
the war bought these bonds. Everybody knows now that the
bonds are selling for par, and the Government may dispose of
them at any time without the loss of a dollar; and yet, notwith-
standing that fact and notwithstanding the fact that the pur-
chasers of the bonds recognize that at any time the control of
those banks may go into the hands of the associations, the bonds
are commanding a premium upon the market at the present time.

Mr, NORRIS. If the Senator will permit me, it must be
apparent to every purchaser of bonds that if the law stands
unchanged, that long before the bonds are due and before they
are paid the control of the association will be in the hands of
the people who own them.

Mr. WALSH of Montana. Undoubtedly.

Mr. NORRIS, So that it can not be that they buy the bonds
because of the fact that the Government has temporary con-
trol of them.

Mr. WALSH of Montana. I think that reasoning can not
possibly be maintained in the light of the law,

Mr. KING. Mr. President, will the Senator from Montana
permit an inguiry?

Mr. WALSH of Montana. Certainly,

Mr. KING. TIs the Senator in favor of issuing tax-exempt
securities by the Federal Government or by such agencies as
the Federal land banks?

Mr. WALSH of Montana. I voted for the law and I defended
upon the floor of the Senate the provision exempting from taxa-
tion the bonds issued by the banks. I have not changed my
mind about the wisdém of that policy.

Mr. KING. Obviously the bonds and debentures issued by
land banks find their ready market largely becanse of the tax-
exempt provision. Now, if the views of the Senator prevail and
the authority of the Federal Government is diminished over the
banks, as it would be diminished if all the directors were
selected by the stockholders, does not the Senator think that a
demand would be made or that the demand would be strength-
ened that the law be amended so that no tax-exempt securities
may be issued by Federal land banks?

It seems to me that one of the reasons for the tax-exempt
securities prompts the Government to have control over the
banks or at least people will associate the two together, and if
we deny to the Federal Government the almost complete control
which it has exercised in the past, then there will be an increase
in the tide which is moving forward now in favor of removing
the tax-exempt provision from the law. /

Mr. WALSH of Montana. I would not think that apprehension
would have very much foundation, in view of the fact that the
tax-exempt feature was there in the beginning. It was a part of
the original system under which it was clearly contemplated
that very speedily the contrel should pass into the hands of the
association stockholders. The law with that feature in it was
so popular at the time and has grown so much in publie favor
since that time that I can not believe that to reecur to the origi-
nal principle would in any wise strengthen or intensify what-
ever sentiment there is in the country in favor of the tax-
exemption feature of the bonds.

Mr. KING. Mr. President, I suggest the absence of a quorum.

The VICE PRESIDENT. The Secretary will call the roll.

The Assistant Secretary called the roll, and the following
Senators answered to their names:

Borah Frelinghuysen Kendrick Nicholson
Brookhart orge Keyes Norbeck
Bursum Gerry King Norris
Calder Glass Ladd Oddie
g:meron gaie i }...a I"olltette gwen
pper arre! NTHo per
Couzens Harris Lodge Phipps
Culberson Harrison MeRellar Pittman
Curtis Heflin McKinley Poindexter
Dial Hitcheock McLean Ransdell
Hlkins Johnson McNary Reed, Pa,
Fernald Jones, N. Mex, Moses Robinson
Fletcher Jones, Wash. Nelson Sheppard
France Kellogg New Shields
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Simmons Sterlin Wadsworth Weller " Mr, KING (after having voted in the negative). I have a
£mogt Fatarand Lo St d general pair with the senior Senator from North Dakota [Mr.
5¥§§ﬁ§fd T nsasnd Warren = McCumeer]. I am advised that on this question he would vote,
Stanley Trammell Watson if present, as I have voted, and I will therefore permit my vote
Mr. GERRY. I desire to announce that the Senator from | to stand.

Maine [Mr. Hare] is absent on account of attendance on a
committee,

The VICE PRESIDENT. Seventy-three Senators having an-
swered to their names, a quorum is present.

Mr. FLETCHER. Mr. President, in order to get the figures
accurate, if possible, some statements having been made with
regard to the present holdings of stock in the Federal land
banks, I wish to read the following extract from hearings be-
fore the Committee on Banking and Currency on December
21, 1922;

The borrowers, through farm loan associations, now own and hold

Mr. KENDRICK (after having voted in the negative). I
mq:ér_;e if the Senator from Illinois [Mr. McCoraick] has
Vot

The VICE PRESIDENT. That Senator has not voted.

Mr. KENDRICK. I have a general pair with the Senator
from Illinois, which I transfer to the Senator from Missouri
[Mr. ReEp], and let my vote stand.

Mr. CURTIS. I desire to announce that the Senator from
New Jersey [Mr. Epce] is paired with the Senator from Okla-
homa [Mr. Owex].

The result was announced—yeas 24, nays 46, as follows:

$30,866,905 of the capital stock of the Federal land banks. The Gov- YEAS—24,
ernment’s subseription has been reduced to $4,264,880. The balance | Borap Glass La Follette Shields
of theuGt;vet;Enmatmtkstock will soon be retired and the borrowers will gﬂmkha“ gm.ﬂ, McKellar gimmons
own all o e gtock. 1t arrison N anson
The respective stockholdings of the Government and the national ijmun Heﬂmso p]ot'::&n T:ammell
farm loan associations in several of the banks are as follows: Tletcher Jones, N, Mex, Robinson Walsh, Mass.
George Ladd Sheppard Walsh, Mont.
%tocir’thald NAYS—46.
Stock held | by national | Bursum Harreld MeNary Smoot
Federal land bank. by Gov- | farm loan | Calder Hitcheock Moses Spencer
ernment. | associa- Cameron Johnson Nelson Sterlin
tions. Capper Jones, Wash. New Sutherland
C Kellog; Nicholson Townsend
Curtis Kendrick Norbeck Wadsworth
$3, 506,355 | Elkins Keyes Oddie Warren
3,638,735 | Fernald King Pepper Watson
3,332,090 rance Lenroot Phipps Weller
3,622,910 | Frelinghuysen Lod‘:ge Poindexter Willis
Gerry McKinley Ransdell
Hale McLean Reed, Pa.
That, of course, is being reduced all the while. NOT VOTING—26.
Notwithstanding the fact that the borrowers own 87.5 per cent of | Ashurst Cummins Myers Smith
the stock, are liable for all the losses, and the whole system was de- | Ball Dillingham Overman Btanfield
gigned to make agriculture independent of all outside I.ut§1:|e11.]:l:e.k the ggﬁ;’gm gg:t g;"‘een %’-:&1;:%0 od
borrowers!have 80 ::rhl:.d ntt;l voicaﬁ in the management of the banks. g; SO ﬁ ‘{’.“é‘““i d agg&erﬁ“ Williama
erely wish ve those res appear. raway ormie , Mo.
S sl L Colt McCumber Shortridge

The VICE PRESIDENT. The question is on the amendment
proposed by the Senator from Florida [Mr. FLETCHER].

Mr. FLETCHER. I ask for the yeas and nays.

The yeas and nays were ordered, and the Assistant Secretary
proceeded to call the roll .

Mr. FLETCHER (when his name was called). I have a
general pair with the senior Senator from Delaware [Mr.
Barn], who, I believe, is absent. 1 transfer that pair to the
Senator from Louisiana [Mr, Broussarp] and vote “ yea.”

Mr. McKINLEY (when his name was called). I transfer my
pair with the senior Senator from Arkansas [Mr. CARAWAY]
to the junior Senator from Vermont [Mr. Page] and vote
. nay-n

Mr. STERLING (when his name was ecalled). I transfer
my pair with the Senator from South Carolina [Mr. Smrra]
to the Senator from Vermont [Mr., DrcuingaAM] and vote
it nay-!l

Mr. WARREN (when his name was called). I have a gen-
eral pair with the junior Senator from North Carolina [Mr.
OveErMAN], whom I do not see in the Chamber. I transfer that
pair to the senior Senator from North Dakota [Mr. McCuMBER]
and vote * nay.”

Mr. WATSON (when his name was called). Transferring
my general pair with the senior Senator from Mississippi [Mr.
Wirriams] to the senior Senator from Iowa [Mr. Cumains],
I vote * nay.”

Mr. WILLIS (when his name was called). I am paired with
my colleague, the senior Senator from Ohio [Mr. PoMERENE].
I transfer that pair to the Senator from Connecticut [Mr,
BrANDEGEE] and vote “ nay.”

The roll call was concluded.

Mr. LODGE (after having voted in the negative). I under-
stand that my general pair, the Senator from Alabama [Mr.
Uxperwoon], is not present. I transfer my pair with him to
the junior Senator from Idaho [Mr, GoopiNa] and allow my
vote to stand. .

Mr. STANLEY. I inquire if the junior Senator from Ken-
tucky [Mr, Erxst] has voted?

The VICE PRESIDENT. The Chair is informed that Senator
has not voted. <

Mr. STANLEY. I have a general pair with the junior Sen-
ator from Kentucky, and for that reason withhold my vote.

Mr. GLASS. Making the same announcement as on the
previous roll call with reference to the transfer of my pair, I
vote “ yea.”

LXIV—123

So Mr. Frerceer's amendment was rejected.

Mr., SIMMONS. Mr. President, I desire to offer an amend-
ment to the bill which I forecast in some remarks made by
me on the bill a few days ago.

On page 6, line 11, after the words * agricultural products,”
I propose the following amendment :

Or, under regulations prescribed by the Farm Loan Board, by chattel
mortgage or lien upon personal property, or hypothecatlon of collaterals
adequate in amount and value.

I hope the chairman of the committee may see his way clear
to accept that amendment.

Mr. McLEAN. Will not the Senator send it to the desk and
have it read again?

Mr. SIMMONS. Yes.

The VICE PRESIDENT, The amendment will be stated.

The ASSISTANT SECRETARY. On page 6, line 11, after the
words “ agricultural products,” 1t Is proposed to insert the
following :

Or, under regulations prescribed
chattel mortgage or lien upon person
collaterals adequate in amount and value,

Mr. KING. How will it read?
The ASSISTANT SECRETARY., 8o that, if amended, it will read:

(¢) Are secured at the time of discount, purchase, or acceptance
bF warehouse recei?ts or other like documents conveying or securing
title to nonperishable and readlly marketable agricultural product
or, under regulations preseribed by the Farm Loan Board, by chatte
mortgage or lien upon personai property, or hypothecation of col-
laterals adequate in amount and value, or by chattel mortzages or
other like instruments conferring a first and paramount lienm upon
live stock which are being fattened for market.

Mr. SIMMONS. Mr. President, a few days ago, in discussing
this bill, I showed that under the terms of the bill—and that
was conceded, I believe, in the discussion—these rural-credit
banks or corporations would not be permitted to make advances
for agricultural purposes unless secured by a warehouse re-
ceipt or some document conveying title to nonperishable and
readily marketable agricultural products; that the hill, having
limited and eircumseribed to this extent the loans to be made to
agriculture, then proceeded to provide that these loans might
be made in the interest of the stock raiser upon chattel mort-
gage given upon live stock.

I contended then, and I contend now, that these banks would
be of very little practical benefit to agriculture if they can lend
for agricultural purposes only upon warehouse receipts or mort-
gages upon agricultural products already produced, nonperish-
able and readily convertible into money, and I suggested that

bf the Farm Loan Board,
al p

by
roperty, or hypothecation of
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the lending power of these Institutions for agricultural pur-
poses ought fo be broadened., I have proposed and do propose
in this smendment to broaden it by permitting these rural-
eredit banks to lend not only upon nonperishable agricultural
products but, under the regulation and supervision of the Farm
Loan Board, to lend for agricultural purposes upon personal
property or collateral of adequate amount and value.

I do not seée why that can not be done and why It should not
be done. It is the only way under this bill in which a farmer
will be able to get any money at all to finance the making of
his crop. As the provisions in the bill now are, he can only
borrow upon the crop after it is made and affer it is ready for
market. The exigencies of the farmer for money are not so
great after he has made his crop, harvested it, and gotten it
ready for market,

It he can not do anything better, he can sell it and get the
money, and, being a readily salable, marketable product, he can
hypothecate it under the present system; but if he wants money
for the purpose of making that crop, if he wants money while
he is expending money every day in large sums and while no
money i8 coming in, he is not permitted to obtain it from these
banks, although he may offer security ever so good.

I do not see why the restriction upon loans to agriculture
should be confined solely to loans made for the purpose of mar-
keting or distributing the erop, and why, if he is able to furnish
adequate and sufficient security, the farmer should not be per-
mitted to get some advances from this institution to help him
finance the making of that crop.

Mr. McLEAN. Mr. President——

Mr. SIMMONS. I do not want to discuss this amendment, I
discussed it very elaborately a few days ago, and I do not wish
to repeat what I said then.

Mr. McLLEAN. I should like to have the Senator’s idea as to
what security could be offered and would be accepted under his
amendment.

Mr. SIMMONS. Why, any good personal property security,
or any good collaterals adequate in amount and adequate in
value. That would be a matter for the decision of the board.

Mr. McLEAN. Furniture, watches, overcoats, anything a
pawnbroker would take?

Mr. SIMMONS. The Senator understands perfectly well
what is embraced in the words “personal property.” He under-
stands perfectly well what is included in the word “ collateral.”
I want to say to the Senator that before the adoption of the
Federal reserve system practically all of the money which the
farmer in the section of the country in which I live obtained
by loan for the purpose of aiding him in making his crop was
upon personal property securlty. It was generally a mortgage
upon the farmer's stock—his horses, his mules, his farm imple-
ments, his tractors, his trucks, his wagons, his carts, and upon
the erop which he was cultivating.

Mr. McLEAN. That is all covered now under the amend-
ment, section 13a, of the Federal reserve act.

Mr. SIMMONS. Those are loans made by the Federal re-
serve banks.

Mr. McLLEAN. Yes.

Mr. SIMMONS. This is a loan to be made by the banks we
are setting up now under this bill for the purpose of helping
the farmer, ostensibly, Can not the Senator understand the
difference?

Mr. MCLEAN. Helping agriculture,

Mr. SIMMONS. Helping agriculture, ostensibly. Therefore,
I say, let us not make a pretense of it. If we are going to set
up these banks for the professed purpose of financing agricul-
ture, let us not make the provision so narrow and so restricted
that there will be no chance, there will be no power, to lend
for the purpose of helping the farmers make their crops. It is
in making the crop that the farmers need help, rather than in
selling the crop. When a farmer or a manufacturer has car-
ried his process of production to the point where the finlshed
product is ready to be marketed, then he does not need anything
like as much money as he does when he is making the product,
spending money upon it and getting no money in return.

Mr. McLEAN. I do not know what regulations would be
prescribed by the Farm Loan Board.

Mr. SIMMONS. I had in mind, when I used that language,
that the Farm Loan Board would indicate the amount of per-
sonal property or the amount of collaterals upon which the
banks might lend, just as in the War Finance Corporation act
we provided that not more than a certain per cent of the face
value or the market value of the property sought to be pledged
should be lent. I thought some regulation with reference to
that would he advisable, and that the Farm Loan Board would
prescribe what per cent might be lent upon the market value
of certain personal property, and what per cent might be lent

upon the market value of certain collaterals which might be
offered.

Mr. McLEAN. If the Federal Farm Loan Board interpreted
the amendment as it reads, it would be their duty to permit
any kind of personal property to be accepted, to permit the
acceptance of a chattel mortgage on anything.

Mr. SIMMONS, Oh, no; the Senator is wrong. .

Mr. McLEAN. My point is this, that if the Farm Loan
Board followed the direction of the amendment it would be
their duty to permit loans secured by any kind of personal
property, no matter what it is. |
HM::I SBIMMONS. To be loaned by what—by these corpora-

ons

Mr. McLEAN. By these corporations,
thMr. SIMMONS, By the corporations to be created under
is bill?

Mr, McLEAN, Yes.
Mr, SIMMONS. The Senator iz entirely wrong about it.
Mr. McLEAN. Let me read it:
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Mr. SIMMONS. Of course, ‘“‘under regulations prescribed
by the Farm Loan Board.” I think we can trust that board
to prescribe regulations that will guard against reckless loans.

Mr, McLEAN. I am very well satisfied that you could not
selltlitotcents' worth of your debentures under such a provision
as tha

Mr, SIMMONS., I am sure the Senator's statement is not
well founded. The Senator’'s words seem to me to be a de-
liberate declaration on his part that while a mortgage or a
warehouse receipt upon certain nonperishable products is
perfectly good security when offered by the farmer, if a
farmer shall offer a chattel mortgage upon personal property
of marketable value, or upon collaterals which are of adequate
value, that security would not be sufficient to enable him to
obtain money. That statement is manifestly absurd, I say,
with all due respect to the able Senator from Connecticut.

I say to the Senator that before restrictions were imposed
upon loans at the time of maturity, excluding certain classes
of security from eligibility, securities offered by farmers upon
a maturity of nine months—and they can not safely borrow
money upon & shorter maturity than that—the farmers of the
South were able to borrow from the nafional bankg all the
funds they needed for the purpose of cultivating their crops,
upon mortgages executed upon their personal holdings, in-
cluding a lien gpon their crops. That kind of security con-
stituted a large part of the security behind the loans of the
national banks in certain purely agricultural sectioms, and
I think the experience in that section of the country will show
that as small losses were made in loans upon that class of
security probably as upon any other. y

Mr. LENROOT. Mr, President, could a farmer In the South
secure such a loan from a bank located two or three hundred
miles away? Did it not depend upon the personal supervision
of the banker, having the security right under the eyes of
the officers of the bank?

Mr. SIMMONS. DMr. President, I do not know of an Instance
where a bank has exercised any personal supervision over the
making of the crops in my section of the country. Of course,
these institutions would want to make inquiry through agents
whom probably they would have, as to the value of the property,
and would make it before they would make a loan. But can
the Senator tell me why, if a farmer comes with good, market-
able collateral to an Institution set up for his benefit, his propo-
gition should be turned down?

Mr, LENROOT. I am only saying that in contemplation of
this bill, a general chattel mortgage upon growing stock, farm
machinery, and so forth, is not marketable collateral.

Mr. SIMMONS. The provision of my amendment includes
loans upon collateral of adequate amount and value.

Mr. LENROOT. That is true.

Mr. SIMMONS. If the Senator feels that the first provision
as to mortgages upon personal property is not safe and sound,
if that were eliminated, would he allow the farmer to borrow
upon collateral of adequate amount and value? Would be not
allow him to borrow upon indorsements of two solvent persons?
The point I am making is that in your bill you do not allow
him to borrow a cent in any way in the world in order to get
money to make his crop.

You confine the lending of this institution, which is supposed
to be a farmer's institution, altogether to mortgages upon his
crop after it is produced. I want to extend the bill so that he
can get some money while he is meking the crop, when he
actually needs the money most. You say you do¢ not regard
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his personal property, consisting of horses, mules, wagons, carts,
farming implements, tractors, and trucks, as anything. I can
not see why, when a farmer has planted a hundred acres in
tobacco or cotton, and it is in thriving condition, that crop
ghould not be the best of security, as good as the unfabricated
material of a manufacturing plant, which is made the basis of
security. You lend the manufacturer upon the basis, not that
he pledges any particular property, but that he is engaged in
a business ordinarily profitable; he has good ability ; he is the
head of a going concern. You lend him money upon the faith
of the proposition, and the banks are doing it every day, upon
the faith of the earning capacity, the profits he will make when
he converts the raw material, which may be, as I said, in the
bowels of the earth when he borrows the money, into the prod-
uct which he is fabricating.

Why should not the farmer’s crop be worth something as a
basis of security? I say that but for the limitations as to
maturity, the farmers in my section of the country would be
able to borrow from the national banks and the State banks,
members of the Federal reserve system, all the money they
need, upon the bas!s of their personal holdings and their crops.
Agriculture has not broken down in the United States. All
value has not been taken out of wheat, and cotton, and tobacco,
and the other staple products of the country. Crop failures
from boll weevils may occur to some extent, but they have not
resulted in preventing the cultivation of cotton, and will not
prevent its cultivation, and I hope in the near future its very
profitable cultivation.

Mr. LENROOT. 1 quite agree with the Senator, but T am
sure the Senator realizes that unless the business of these cor-
porations be confined to their capital stock alone, if the major
part of the credit is to be provided through the sale of deben-
tures, those debentures must have back of them some security
that will be attractive to investors, and if you have provisions
in this bill, or in any other bill, which are of such a character
that the investor will be doubtful about that, he is not going to
buy any of the debentures. That is the whole question, it seems
to me.

Mr. SIMMONS. 1 understand the position of the Senator,
as I understand the position of the Senator from Connecticut.
But what T am asking is this, if you think it would be unsafe
for these institutions to advance money upon this security,
consisting of a mortgage on the farmer's personal property
and his crop, if you think that is unsound, is there no other
security which a farmer may give which you will agree the insti-
tutions may accept as security for a loan to be made to him to
help him make his crop? You provide no way in your bill by
which he can obtain a cent. You say the bill is designed to aid
farmers, but when you begin to analyze the bill you find that it
is impossible under the terms of the bill. The farmer might
even bring Government bonds and put them down as collateral,
but he could not borrow anything on them from his own bank
to help him cultivate his crop.

1 want the farmer to have some access to his bank or to his
own corporation to get money to help him make his crop,
because if he can not make his crop there will not be any
erop to pledge or mortgage, as you have provided may be done
in the bill.

I know I am not going to get any amendment through unless
Senators on the other side consent to it. The agricultural
bloe, so-called, seems to have gone to pieces, so far as agri-
cultural legislation is concerned, and they can not be relied
upon any longer. Then will Senators not consent? I am ap-
pealing to them now in the interest of the farmer; I am trying
to get Senators to let him have access to his own bank to
get money to make his crop, and I ask Senators, as they have
excluded the farmer in the bill altogether, if they will not
accept the amendment I have offered and will they not desig-
nate some sort of security they think would be safe which the
farmer may offer to get money to make his crop?

Mr. McLEAN. But these institutions are not intended as
banks, The Senator insists upon calling them banks.

Mr. SIMMONS. It is intended to aid agriculture. I say
when we limit the loans that we make for agricultural purposes
to loans to market and distribute the crops, we are not accom-
plishing in the bill the purpose which the Senator is professing
to have,

Mr, McLEAN. If he has a Government bond, if he has any-
thing upon which he can borrow, there are 30,000 banks in the
country, and he could go to a bank.

Mr. SIMMONS. I want him to get the benefit of the bank
which it is proposed to set up for his benetit. I am trying to
put it to the test whether we are setting it up for his benefit,
whether we are sayving to himn that “while we pretend this is
for your benefit, if you want to borrow money you will have

to go somewhere else to borrow it." T think if this is for his
benefit, he ought to be permitted in some way or other to get
some money out of it to enable him to finance his crop. It is
beside the question to say, “If you can not get it here, you
can get it somewhere else.” He knows that. Everybody knows
that without being told.

Mr. LENROOT. I suggest to the Senator that the bill will
be of no value either in his section of the country or mine,

Mr. SIMMONS. I am trying to make it of some value.

Mr. LENROOT. I do not think it would be even then, be-
cause I do not believe in the Senator’s section or in my see-
tion any of the corporations provided for in the bill would be
organized.

Mr, SIMMONS. I do not think so, elther, but the majority
party is passing the bill, and I am only trying to provide for con-
tingencies if the organizations are set up.
stMr. LENROOT. 1 think it weuld be of value to the live-stock

ates,

Mr. SIMMONS. I argued that, so far as the agricultural sec-
tion of the country, the paucity of benefits of the corporations
which the bill proposes are so meager that they will never be
brought into operation in the agricultural sections of the country.

Mr. McLEAN. But if they are—

Mr. SIMMONS. If they are brought into operation—I am try-
ing to arrange it so that if perchance one of them may be estab-
lished anywhere in an agricultural district, which I think is very
doubtful, when it is established it will be able in some way or
other to help the farmer make his crop.

Mr. McLEAN. It never will be established unless it is organ-
ized on a sound basis. The Senator’s proposition to permit the
corporation to accept chattel mortgages on any kind of personal
property satisfies me that none of them would ever be organized,
because they could not sell their debentures,

Mr. SIMMONS. But it is said in the bill that it would be
perfectly safe to make advances to the farmer upon the basis
of the erop after he has made his crop. Now, suppose before
he makes his erop he comes in and says, “ I need money right
now. My crop is not ready yet and I can not get money under
that provision of the law. But while I can not give that
security upon which you say you will lend money, I can give
Just as good security of another character.”” That would be
his attitude, I think. That js my opinion about it, that he
could give just as good security of another character.

What I am trying to get the Senator to do is to designate
what kind of security he is willing to have taken for loans
ninde to the farmer to finance the growing of his crop. Is the
Senator willing that he may borrow the money upon the faith
of solvent collateral, of approved amounts and values, or upon
the indorsement of two or more solvent persons? I am willing
to be content if the Senator will suggest any sort of security
that would be acceptable in that way.

Mr, McLEAN. But It is entirely inconsistent with the idea
of the corporations which are organized for the purpose of
financing the distribution and sale of crops.

Mr. SIMMONS, Is there anything in the declared purpose
of the bill that says this is to be an institution set up solely
for the purpose of financing the distribution of farmers' crops?

Mr. McLEAN. That is the purpose, of course, of the corpo-
rations.

Mr, SIMMONS, Does the Senator think it more important
to finance the distribution of the crop than it is to finance the
making of the crop?

Mr. McLEAN. That i{s another proposition entirely.

Mr. SIMMONS. Of course it is. The Senator states an
obvious fact which everybody knows.

Mr. McLEAN. That must come under some other proposal
than this measure. We can not make banks of these institu-
tions. We can not make pawnbrokers of these institutions.
They would not be organized if we undertook to dv that.

Mr. SIMMONS. It is not pawnbroking when the farmer
comes and says, “ Here is a mortgage upon my crop,” and you
say, “All right™; but if he comes and says, 1 want $100 and
here is collateral that will sell on the market to-day for $500,”
you say, “That is a pawnbroking proposition and we will not
consider it.”

Mr. McLEAN. It might not be, but he does not need to come
to this institution to get accommodations under such circum-
stances. As I have said a great many times, he could go to any
bank and on his nine months’ paper he coul